








aa 








eer 


h Y 
Arcesstort Xo VD) 


Call Ne HMaot- 








Digitized by the Internet Archive 
in 2010 with funding from 
University of British Columbia Library 


http://www.archive.org/details/economicsofsocia0Osilv 


THE ECONOMICS OF 
PROBLEMS 


SOCIAL 





Tert=Books for Students of 
Economics and Civics. 


A TEXT-BOOK OF ECONOMICS. By Mitton Briacs, M.A., 
B.Se., F.R.Econ.8. Second Edition. 


THE ECONOMICS OF SOCIAL PROBLEMS: AN INTRO- 
DUCTION TO SOCIAL ECONOMICS. By H. A. SILVERMAN, 
B.A,, Lecturer in Economies to the University of Birmingham 
and the Workers’ Educational Association. 


BANKING AND CURRENCY, By W. J. Wrston, M.A, B.Sce., 


Head of the Department of Commerce, The Polytechnic, 
London. 


ECONOMIC HISTORY OF ENGLAND. By Mitton Briaecs, 
M.A., B.Sc., F.R.E20n.8. 


A SOCIAL HISTORY OF ENGLAND. By Freprrick BRADSHAW, 
D.Se., M.A., Lecturer in Economic History at Armstrong 
College, Neweastle-on-Tyne. Second Edition. 


SOCIAL PSYCHOLOGY: A TEXT-BOOK FOR STUDENTS 
OF ECONOMICS. By R. H. Taouusss, Ph.D., M.A., Senior 
Lecturer in Psychology in the University of Manchester. 


THE GOVERNMENT OF GREAT BRITAIN, ITS COLONIES 
AND DEPENDENCIES. By A. E. Hocan, LL.D., and 
I. G. Powrety, M.A. Sixth Edition. 


THE ELEMENTS OF THE DUTIES AND RIGHTS OF 


CITIZENSHIP. By W. D. Asron, M.A., LL.B. Fourth 
Edition, 











THE ECONOMICS OF 
SOCIAL PROBLEMS 


AN INTRODUCTION TO SOCIAL ECONOMICS 


BY 


H. A. SILVERMAN, B.A. 


LECTURER IN ECONOMICS TO THE UNIVERSITY OF BIRMINGHAM AND THE 
WORKERS’ EDUCATIONAL ASSOCIATION 
AUTHOR OF ‘‘ THE SUBSTANCE OF ECONOMICS 


ay 


ram Beers I 






coal 


ay 
C9 


Lonpon: W. B. CLIVE 


University CSuforia? Press B® 
Hie S87t., New Oxrorp Sr., W.C. 
1925 


PRINTED IN GREAT BRITAIN BY UNIVERSITY TUTORIAL PRESS LD, AT THE 


BURLINGTON PRESS, FOXTON, NEAR CAMBRIDGE 


PREFACE. 





WHILE there is on the one hand an ample supply of 
treatises on economic science, and on the other an 
abundance of books dealing with particular social problems, 
there appears to be a scarcity of general works that deal 
in small compass with the economic aspects of every-day 
social conditions. In this volume I have outlined the 
economics of the more urgent social problems in the hope 
that a broad survey may prove useful to the reader 
interested in these subjects, and serve as an introduction 
to further study in the more detailed and specialised works. 

In writing this book I have assumed no previous know- 
ledge of economic principles on the part of the reader, and 
have refrained as far as possible from using technical terms. 
For the student who wishes to inquire more fully into the 
various problems many references and a fairly representa- 
tive bibliography have been provided. 

I am under a deep obligation to Professor Sir William 
Ashley and Professor J. H. Muirhead, who read this work 
in manuscript and offered invaluable criticisms and sug- 
gestions. My sincere thanks are due to Mr. H. Hamilton, 
both for reading the manuscript and for his ready assistance 
throughout its preparation. I am indebted also to Mr. 
R. J. Thomson, who read the chapters dealing with labour 
questions and gave me the benefit of his experience in these 
matters, and to Mr. R. H. Coats for his kindness in revising 
the proofs. 
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I have purposely submitted the manuscript to persons 
of somewhat different opinion and outlook in order to 
derive criticism from more than one standpoint. Though 
I may not have succeeded always in keeping my personal 
views in the background, I have endeavoured to present 
judicially the pros and cons of the many controversial 
questions that necessarily arise in the course of the dis- 


cussions. 
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INTRODUCTORY. 


Economics is a social science, and ‘‘ Social Economics,” 
therefore, might seem needless reiteration. 

owe of The distinction is suggested more by common 
Economics. Usage of the terms than by any inherent 
difference in their meaning. ‘‘ Economics is 

a study of mankind in the ordinary business of life ; it 
examines that part of individual and social action which is 
most closely connected with the attainment and with the 
use of the material requisites of wellbeing. Thus it is on 
the one side a study of wealth ; and on the other and more 
important side, a part of the study of man.” Marshall’s 
well-known definition emphasises the human element in 
Economics that had been neglected by the writers of the 
early nineteenth century. The recognition that Economics 
was primarily a study of man brought it into closer relation 
with the other social sciences than had been possible when 
it was regarded merely as a science of wealth-getting and 
wealth-spending. As a pure science, Economics may be 
taken to exclude ethical, psychological, and political con- 
siderations, unless they directly affect the question of 
producing, exchanging, distributing and consuming wealth. 
But in the practical application of the science, it is impos- 
sible to disregard these non-economic influences, for they 
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play at least an equal part with the economic in determining 
man’s welfare. ; 

In one sense Social Economics is more restricted, in 
another it is more comprehensive, than Economics. It is 
more restricted in that it concentrates on those sections of 
the parent science that deal with the actual conditions in 
which people work and live. It is specially concerned with 
such problems as the nature and extent of poverty, the 
wages system, the environment of the worker in the factory 
and the home, unemployment and its prevention and relief. 
The doctrines of pure Economics with regard to the fun- 
damental principles of value and exchange are, in this book, 
accepted without question. The monetary and credit 
system has an important bearing on social questions, but, 
while the relation is noted, no attempt can be made here 
to investigate the underlying operations. 

For example, economic theory shows that the general 
level of prices is largely dependent upon the amount of 
effective money (credit documents as well as regulated 
currency) in circulation. The fact that the purchasing 
power of a worker’s wage varies with changes in monetary 
conditions must obviously be taken into account in any 
survey of social problems. But it is not so imperative in 
a book of this description to enter into the why and where- 
fore of the inter-relation of money and prices. One can 
assume that the price level 7s affected in this manner, and 
therefore proceed immediately to deal with the possibilities 
of adjusting money wages according to the purchasing 
power of the standard monetary unit. 

There are some branches of the subject, however, in which 
it is not so easy or satisfactory to take the teachings of 
pure Economics for granted. An analysis of the governing 
principles is more expedient in some departments of Social 
Economics than in others. Thus, in the following chapters, 
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a little attention is given to the theory of wages, but the 
theories of rent, interest and profits are not specifically 
examined. This is not because the principles of wages are 
more important, even from the social standpoint, than those 
governing other forms of distribution. In a sense there is 
no special theory for each, for they are all determined by 
similar laws, and one cannot be adequately discussed with- 
out reference to the others. The reason why wages only are 
considered lies in the restricted aim of this work. A know- 
ledge of the factors influencing wages is essential to any 
inquiry into such problems as (say) a national minimum 
wage or the relation between men’s and women’s wages. 
Yet, notwithstanding these limitations, Social Economics 
might be regarded as wider in scope than 


Social : 

Economics Economics as usually understood. In so far 
and .. as it takes cognisance of non-economic factors 
Non-economic : 

Partars: (and no account of social problems would be 


satisfactory if it did not) Social Economics 
rests on a broader basis than ordinary economic doctrine. 
The conception of “ utility’ will serve to illustrate this 
distinction. In orthodox Economics, utility is defined as 
the attribute of anything that can satisfy a want. The 
economist takes great pains to stress the non-moral element 
in utility. It is not the primary concern of the economist 
to decide whether the satisfaction of a particulat want is 
beneficial or harmful in any sense other than the economic. 
A drug may or may not be put to a vicious use; from 
the strict economic standpoint the position merely is that 
the demand for a drug has given rise to activities which are 
directed to satisfying that want. The wheels of produc- 
tion are set in motion, and a certain proportion of the 
community's resources are appropriated for the purpose. 
Social Economics would belie its name if it did not pay 
attention to injurious and inequitable forms of production 
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and consumption, and study means whereby the abuses 
might be minimised, if not altogether eliminated. 

A further consideration has to be noted. It is not only a 
question of whether the commodity is harmful or otherwise, 
but whether its production prevents some other commodity 
of greater social advantage from being produced. The 
community’s stock of labour and material is not unlimited, 
and the production of an article of luxury means that the 
resources for supplying necessities of life have been thereby 
reduced. While there is no objection to the making of 
luxuries as such, many would maintain that the elementary 
needs of the community should have first claim on the 
resources and means of production. But this condition is 
not necessarily found in a system where the money value of 
a commodity is practically the only indicator for production 
to follow. If a greater profit is made from manufacturing 
luxuriously equipped motor-cars than from growing wheat, 
there is a drift of labour and capital to the more profitable 
enterprise. Similarly in the case of house building ; since 
the number of bricks available at a given time is limited, 
the person who offers the best price gets them—though the 
bricks may go to build a country mansion or licensed 
premises instead of workmen’s cottages. Here again, 
Social Economics cannot ignore the moral implications. 

In the computation of the total production of a com- 

munity, however, a mansion costing £10,000 
Money asa would rank equal to twenty cottages costing 
BERTIE ON, £500 each. Few would contend that the 
Social Values. mansion gives as much social benefit as the 

score of cottages. The term “ production,” 
therefore, may be interpreted either from the point of view 
of money value or from that of social service. What 
exactly is production, and arising out of this question, 
what is productive labour ? 
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These questions are easily answered in pure economic 
theory. Production is the creation of utilities. Fashion- 
ing a piece of wood into a walking stick adds a utility of 
form. Storing water from a period of heavy rains to one 
of drought gives a utility of time. Transporting timber 
from the forest to the factory imparts a utility of place. 
Utility of a personal character would be rendered by the 
direct services of professional men and civil servants. 
Labour that provided any of these utilities would, strictly 
speaking, be “ productive.”” So would all the efforts that 
were indirectly involved. Thus in the narrow sense any 
individual who satisfied a want, whether this want were 
good or bad, constructive or destructive, would technically 
be a producer. 

But the preceding definition hardly satisfies the student 
who takes a wider view than the merely economic. Isa 
bookmaker at the race-course productive? In the 
restricted sense of the term he is, since he provides a service 
that people require and for which they are willing to pay. 
But if one adopts the broader and more reasonable mean- 
ing of the word, his “ productivity’ is a very uncertain 
quantity. And if one takes the money measure of the 
bookmaker’s “ productivity’ and compares it with that 
of (say) the agricultural labourer’s “ productivity,” the 
result is very incongruous. The one may gain {20 a week 
for performing a service, without which the world would go 
on just as well, if not better. The other may get 30s. a 
week for producing commodities without which the world 
would be in a poor way. Again, a writer of trashy stories 
or revues may have an income running into thousands 
whereas the artist who composes good novels or plays may 
be unable to make a living. 

Thus the money value of a man’s service cannot be re- 
garded as an adequate measure of his real contribution to 


ce 
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society. Yet the money value is the least imperfect 
measure that the economist possesses. Evidently, there- 
fore, the study of Social Economics must be accompanied 
by a broader outlook which takes note of influences and 
factors that do not figure in the ordinary economic formulae 
(unless they are covered by the oft-recurring phrase “ other 
things being equal’”’) if the science is to be applied to the 
facts of everyday life. 

In the formulation of economic laws, or statements of 

tendency, perfect competition is usually 
peaitatons of specified or tacitly assumed as the normal 

conomic sits . . 

Freedom. condition. Anything which prevents an 

economic law from operating is regarded as 
“economic friction.’”’” Many works on economics are apt to 
give one the impression that competition is the rule, and 
that “‘ friction,’ while not uncommon, is a disturbing 
influence of secondary importance. In actual life, however, 
free competition is the exception, the implied perfection of 
knowledge and freedom of movement being seldom found. 
Ignorance on the part of producers as to what and how much 
their rivals are turning out, ignorance on the part of con- 
sumers as to the demand of and the prices offered by other 
consumers, both serve to prevent the realisation of a perfect 
competitive price. The immobility of labour and, to a less 
extent, of capital hinders an easy flow of resources into 
those channels where the greatest economic advantage is to 
be obtained. Non-economic motives such as family affec- 
tion and local ties frequently prevent the exact adjustment 
of supply ot and demand for labour that is assumed in 
pure economic theory. 

Public policy may deem it necessay deliberately to im- 
pede, and even to nullify, the tendencies laid down in 
economic laws. For example, had the laws of supply and 
demand worked without hindrance during the Great War, 
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the prices of important necessities of life would have soared 
to such limits as to cause great hardship to the poorer 
classes. The Government wisely fixed maximum prices for 
certain articles, despite the protests of those who considered 
it almost sacrilegious to interfere with the laws of supply 
and demand. In the same way, the State interferes with 
the so-called economic freedom existing between employers 
and employed by insisting to an increasing degree on the 
provision of a minimum wage. Even if the competitive 
system were nearer the ideal, and every person had an 
equal opportunity from the start, there would still be need 
of intervention, for the employer has by his very position 
a distinct advantage in bargaining power over the men he 
employs. A very desirable “ economic friction ’’ may be 
exercised by the State and the trade union. 

Considerations such as these help to determine the scope 

of Social Economics. The subjects to be 
The Scope studied in these chapters are fewer than those 
of Social . : 
Economics. found in the ordinary work on general 
Economics. Attention is directed only to 

those questions that concern the mass of the people in 
their every-day lives. The teachings of the pure science of 
Economics are taken largely for granted, except in those 
departments where some analysis is specially desirable. 
On the other hand, Social Economics is more inclusive than 
Economics as usually understood in that it takes into 
account the many non-economic influences bearing on man’s 
welfare. Social Economics recognises that money value is 
not always a true index of real social utility, that while it 
may indicate the extent of economic wealth it is not neces- 
sarily a measure of social wellbeing. 

The treatment in the following pages is as much 
descriptive as analytical, and, where a knowledge of the 
evolution of a particular movement or scheme is deemed 
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necessary to a more complete understanding, a short his- 
torical account is introduced. Thus, in dealing with trade 
unionism, co-operation, poor relief, housing and similar 
questions, the main stages in their development are briefly 
outlined with a view to affording a fuller comprehension 
of the position as it is to-day. 

The actual arrangement of the several subjects is some- 
what arbitrary. It has been thought advisable to 
commence with a descriptive account of povery, partly 
because it is the most obvious problem confronting the 
social reformer, partly because the various investigations 
on the matter afford a basis for discussion. The wages 
system in its manifold aspects is next examined, and then 
the question of hours and working conditions. Though a 
separate chapter is devoted to the problem of the woman 
worker, it should be regarded as contributing to the general 
discussion affecting all work and wages, for the economic 
interests of men and women workers are closely inter- 
woven, and are dependent upon the same ultimate factors. 
The succeeding chapters deal with the workers’ unrest, 
with their organisations, and with the plans and movements 
adopted or proposed for securing better conditions. The 
objects and functions of trade unionism and co-operation 
are briefly reviewed. Unemployment, one of the most 
pressing of all social questions, calls for a somewhat more 
detailed study, and, though it is impossible to do justice 
to the problem in two or three chapters, an attempt is 
made to indicate the more outstanding causes, and the 
principal suggestions for remedying or mitigating the evil. 
The distress caused by unemployment and other factors 
calls for a survey of the system of public aid. Following a 
description of the Poor Law, the principles and methods of 
social insurance in its various forms are examined. 
Finally, the housing of the working classes is discussed, 
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and emphasis is laid on the connection between this prob- 
lem and the wages system as a whole. 

Throughout the chapters, attention is given to the 
functions and activities of the State in relation to social 


conditions. 
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INVESTIGATIONS INTO POVERTY. 


There is no unanimity on the definition of poverty, 
since it is essentially a relative term. What 
constitutes ‘‘ poverty’ varies from one person 
to another according to upbringing, environ- 
ment and needs. An income that means “ poverty” to 
a skilled artisan might mean a large degree of comfort to 
an agricultural labourer, The interpretation also varies 
with time, for, with the advance in civilisation, what 
is considered sufficient for a person’s requirements in one 
period may be found inadequate in the next. 

Some writers imply by the term “ poverty ” the receipt 
of insufficient income to provide bare subsistence, or, as 
others phrase it, bare physical efficiency. ‘‘ Bare subsis- 
tence,’ however, is not very determinate, for it is subject 
to variation between different people and at different times 
and places. And a great deal would depend on the manner 
in which this subsistence income is spent. By a scientific 
allocation of the income among the several necessities of 
life in proportions calculated to secure the maximum 
benefit, it would doubtless be possible to arrive at a sub- 
sistence minimum below that generally, though vaguely, 
understood. But as people rarely lay out their income in 
this manner (even if it were possible to calculate what the 
proportions should be) the subsistence level must neces- 
sarily be taken to be higher than the theoretical minimum. 

Mr. Seebohm Rowntree defines what he means by the 

Io 


Definition 
of Poverty. 
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minimum necessary for physical efficiency in the following 
terms. “‘ A family living upon the scale allowed for in this 
estimate must never spend a penny on railway fare or 
omnibus. They must never go into the country unless 
they walk. They must never purchase a halfpenny news- 
paper or spend a penny to buy a ticket for a popular 
concert. They must write no letters to absent children, 
for they cannot afford to pay the postage. They must 
never contribute anything to their church or chapel, or give 
any help to a neighbour which costs them money. They 
cannot save, nor can they join sick club or Trade Union, 
because they cannot pay the necessary subscriptions. The 
children must have no pocket money for dolls, marbles, or 
sweets. The father must smoke no tobacco, and must 
drink no beer. The mother must never buy any pretty 
clothes for herself or for her children, the character of the 
family wardrobe as for the family diet being governed by 
the regulation, ‘ Nothing must be bought but that which is 


absolutely necessary for the maintenance of physical health, 


and what is bought must be of the plainest and most 
economical description.’ Should a child fall ill, it must be 
attended by the parish doctor ; should it die, it must be 
buried by the parish. Finally, the wage-earner must never 
be absent from his work for a single day. 

If any of these conditions are broken, the extra expen- 
diture is met, and can only be met, by limiting the diet ; or, 
in other words, by sacrificing physical efficiency.’’* 

Some writers would go so far as to substitute “‘ standard 
or living ” for “ bare subsistence ”’ in the determination of 
the poverty line, thus widening the interpretation of 
poverty. Sir Leo Chiozza Money, for example, includes in 
his estimate for 1914, ‘‘ amusements including holiday, 
fares, drink, tobacco, newspapers, books and pocket money.”’ 

* Poverty, A Study of Town Life, 1901, Ch. V. 
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A family unable to afford such expenditure would, according 
to this view, be living in poverty.* But “standard of 
living’ is even more difficult to define than “ subsistence,”’ 
for whereas the latter could be theoretically estimated as 
to the minimum, the former is exiremely relative in its 
application. Necessities, comforts and luxuries are very 
indeterminate terms, and it is impossible to say where one 
merges into another. It can merely be stated that whereas 
a subsistence income provides for necessities of life only, 
a standard of living permits a certain amount of comforts 
and even luxuries. 

There is a third view as to the definition of poverty, 
viz., insufficient income to ensure maximum economic 
efficiency. But this definition cannot be accepted, for it 
would apply only to poor persons employed or capable of 
being employed in industry, and would exclude those in 
poverty for reasons of age or infirmity. Again, it is difficult 
to measure the degree of efficiency. Is the efficiency to be 
reckoned in terms of output? If so, a considerable period 
of time will have to be taken, for an increase or decrease in 
income need not react on output for several weeks or even 
months. Secondly, efficiency at work depends on factors 
other than material income and expenditure ; increasing 
attention has been given in the last few years to the psycho- 
logical influences on a man’s output. Or is efficiency to 
be taken as meaning something broader and more humane 
than mere output? A worker’s manner of living, his 
functions of citizenship, his moral standard and general 
outlook, might all properly be included in the term 
“ efficiency,” for they are influenced to some extent by the 


* The Nation’s Wealth, p. 92. See below (p. 67) for his 
estimate of a dock labourer’s standard of living in 1920. 

+ The standard of life in relation to wages is discussed more fully 
in Ch. IV. 
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economic factor. It is doubtful, however, whether the 
majority of writers who define poverty in this manner 
would imply by the term deficiency in all these requisites. 

To avoid ambiguity it is preferable to employ special 

terms for the different types of poverty. 
Destitution Thus destitution is taken to indicate such 
and ; : ; 
Pauperism. adequacy of the necessaries of life that 

health and vitality are impaired. Destitution 
implies more than a mere physical state : 

“Tt is indeed, a special feature of destitution in modern 
urban communities that it means not merely a lack of food, 
clothing and shelter, but also a condition of mental degra- 
dation. Destitution in the desert may have been consistent 
with a high level of spiritual refinement. But destitution 
in a densely crowded modern city means, as all experience 
shows, not only oncoming disease and premature death 
from continued privation, but also, in the great majority 
of cases, the degradation of the soul.’’* 

Pauperism is not as wide a conception as destitution. 
It applies to those who are in receipt of public relief. Those 
people are “‘ destitute’’ whose income is insufficient to 
maintain life and efficiency. Those are “ paupers’’ who 
have their incomes made up under the Poor Law. Esti- 
mates of “legal pauperism’”’ are of course more easily 
secured than those of destitution, and from this arises a 
danger of undue optimism. During the sixty years before 
the war, there was a marked decline in pauperism—from 
62 per 1,000 in 1850 to 16 per 1,000 in Igtr. Little is 
proved by such figures, however, for the drop is largely 
accounted for by growing stringency of administration ; 
also by the fact that much relief had come to be afforded 
by local health, lunacy, unemployment, pensions and other 
authorities, causing a distinct reduction in the official 

* S. & B. Webb, The Prevention of Destitution, pp. 1-2. 
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Poor Law statistics. While in many ways the conditions 
of the working classes improved during the second half of 
the nineteenth century, it cannot be admitted that the 
technical reduction in pauperism is a true index of the 
improvement. The figures of “legal pauperism ”’ tend to 
give too rosy a view of the real situation. Owing to in- 
sufficient information as to the extent of true destitution, 
one must rely to a large extent on Poor Law and similar 
statistics for material relating to the problem. Yet the 
caution that these statistics under-estimate the gravity of 
the situation cannot be stressed too much. 

The question as to what constitutes the poverty line, #.e. 
the level of income below which a man is in 
poverty, has for long exercised the minds of 
social reformers and statisticians, but the 
estimates have varied widely. This is to be expected, 
having regard to the variance of opinion on what the term 
“poverty ’’ really signifies. Thus the poverty line of one 
investigator rules out anything over and above the bare 
minimum of existence; that of another would take in a 
fair proportion of the comforts of life. Of the inquiries 
into poverty conditions in different towns, the best-known 
are those of Booth, Rowntree, and Bowley and Burnett- 
Hurst, whose general findings are considered later. 

Most of the reports, however, on the subject of the 
poverty line are now a matter of history, and as economic 
conditions have so materially altered in the last few years 
no useful purpose would be served by attempting to apply 
the majority of those estimates to present conditions, 
unless important modifications were made. But such in- 
vestigations are still useful in that they furnish a basis 
for further inquiry, especially with regard to method. 
Investigators into poverty and pauperism now and in 
the future can gain valuable hints from the published 


The Poverty 
Line. 
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reports of their predecessors as to the proper lines to pursue 
and the pitfalls to avoid. 

In investigations into the nature and extent of poverty 
it is necessary to obtain information on many 
points, of which the following, perhaps, are 
the most important. 

(a) Wages. This is obviously the first information to 
secure. But nominal or money wages do not mean 
anything without reference to 

(6) Prices. The necessaries of life should alone be con- 
sidered, and it is advisable to refer where possible to 
retail rather than to wholesale figures. It is only in 
recent years that a “cost of living”’ as well as a 
“wholesale ’’ index number has been constructed.* 
The cost of travelling to the place of work is also an 
important factor, especially in large towns. 

(c) Rent. Statistics of rent are not so generally repre- 
sentative as those of wages and prices. They are 
more subject to local conditions and are more 
arbitrary. While rents in London are at least 25 
per cent. higher than in any other English town, the 
prices of goods-are often lower than elsewhere.f 

(d) Dependants. The number of dependants manifestly 
affects a person’s standard of life : an income which 
would maintain a single man in decent comfort might 
spell poverty for a married man with several children. 
Statistics of other dependants—aged relatives, etc.— 
are also necessary but are more difficult to secure. 

* See below pp.68-9 for account of index numbers, 

ft It has been maintained by some authorities that rents and 
prices tend to be regarded as a single unit, and that if one part is 
low the other tends to be high, and vice versa. In many provincial 
towns, rents are relatively low and prices high, while, as stated 


above, the reverse is the case in London. There are, of course, 
many exceptions. 


Requisite 
Information. 
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(e) Regularity of work. This is of utmost importance ; 
estimates based on earnings at a particular time may 
be wide of the mark, especially in the casual and 
seasonal trades. Even if the aggregate earnings over 
a period are known, they cannot be strictly com- 
pared with a similar sum earned in vegulay amounts 
by other workers. Precariousness in income has 
usually a detrimental effect on a person’s manner of 
expenditure, and even on his character. Of two 
men with equal gross incomes, one man may be in 
destitution while another manages to carry on— 
due partly to the difference in regularity of the in- 
come and the manner of spending it. 

(f) Extent of State subvention. The extent of State 
subvention is increasing, but it does not apply 
equally to all families. State aid in the form of old 
age pensions, meals for school children, provision of 
maternity centres, etc., should all be taken into 
account. 

Booth conducted his investigation into London con- 

ditions mainly during 1856-8, and his 
abe a eee conclusions, therefore, would not apply to 

the conditions in London at the present time. 
His methods of inquiry and classification, however, are 
still of interest. 

With the help of School Board visitors, Booth inquired 
into thousands of cases, obtaining information on the 
extent and regularity of income, the family budget (over 
a period of five weeks), and other matters. (He relied too 
much on family enquiry, with the result that his con- 
clusions were not truly applicable to non-family people.) 
He drew the poverty line at 21s. His well-known classifi- 
cation of the people of London is of more than historical 

* Booth: Life and Labour of the People of London, 1891. 








BOOTH’S INVESTIGATION. 17 


value, especially as regards the proportions of the several 
classes. He divided the people into eight groups :— 


A_ The lowest class of occasional labourers, loafers— 
those verging on the criminal type. 

Casual earnings—the “ very poor.” 

Intermittent earnings ) ee ” 
Small regular earnings) topethen tiga Doors 
Regular standard earnings. 

Higher class labour. 

Lower middle class. 

Upper middle class and above. 


TWAsahooaw 


“ The divisions indicated here by ‘ poor’ and ‘ very poor ’ 
are necessarily arbitrary. By the word ‘ poor’ I mean to 
describe those who have a sufficiently regular though bare 
income, such as 18s. to 21s. per week for a moderate family, 

nd by ‘very poor’ those who from any cause fall much 
below this standard. The ‘ poor’ are those whose means 
may be sufficient, but barely sufficient, for decent indepen- 
dent life; the ‘very poor’ those whose means are in- 
sufficient for this according to the usual standard of life 
in this country. The ‘ poor’ may be described as living 
under a struggle to obtain the necessaries of life and make 
both ends meet ; while the ‘ very poor’ live in a state of 
chronic want.” 

Booth distributed the population of London among the 
eight classes as follows :— 


Ber cent: 
A (lowest) eG) In poverty 
B (very poor) Bs 73! 30°7 per cent. 
C & D (poor) 522 °3 
E & F (working class, 
comfortable.) 51°5 In comfort 

G & H (middle class | 69°3 per cent. 

and above.) 17°8 


SOC. ECON. 2 
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Classes A and B constitute 8.4 per cent in actual distress, 
and this percentage will be taken for purposes of comparison 
with the results of later inquiries. How to deal with class 
B is one of the most difficult questions in Social Economics. 

An investigation into conditions in York was made by 
Rowntree in 1899. He caused every house- 
hold to be visited, and made more allowance 
than Booth for differences in the size of a 
family, recognising that immoderate families might drop 
into a grade lower than that first indicated by the family 
income. His classification was in many ways similar to 
Booth’s. 

A. Total family income under 18s. for a moderate 
family. 
Total family income 18s. and under 21s. for a 
moderate family. 
Total family income 21s, and under 30s. for a 
moderate family. 
Total family income over 30s. for a moderate 
family. 
Domestic servants. 
Servant-keeping class. 
. Persons in public institutions, 

By a “moderate family” is here intended a family 
consisting of father, mother, and from two to four children. 
In classifying, allowance was made for families which 
were smaller or larger than such “ moderate” families. 
Thus, if a family had an income of 22s., and consisted of 


Rowntree’s 
Investigation.* 


me fb 


D 


* Rowntree, Poverty, A Study of Town Life, 1901. 

+ According to the 1891 Census, the average number of persons 
per family in England and Wales was about five. persons (4°73). 
The ‘“ moderate family ’’ here taken as a basis for classification 
allows for a margin of one person above or below this average 
figure 
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two parents and four children, they would be placed in 
class C, but if there were five or more children they 
would be placed in class B. Again, if a family had an 
income of 27s., and consisted of two parents and two 
children, they would be placed in class C, but if there 
was only one child they would go into class D. 

Rowntree introduced the important distinction between 
“primary ”’ and “‘ secondary” poverty. People are living 
in “ primary ’”’ poverty if their total income “ is insufficient 
to obtain the minimum necessities for the maintenance of 
merely physical efficiency ;’’ they are living in “ secon- 
dary’ poverty if their total income “ would be sufficient 
for the maintenance of merely physical efficiency, were it 
not that some portion of it is absorbed by other expendi- 
ture, either useful or wasteful.’”’* He calculated the cost 
of what he considered to be the minimum necessaries, and 
for a family of man, wife and three children estimated the 
“primary ”’ poverty line to be 21s. 8d. Ina later work,t 
written in 1913, allowing for the increased cost of living, 
he raised the figure to 23s. gd. 

Rowntree came to the conclusion that 15°46 per cent. of 
the wage-earning class in York, or g‘gI of the total city 
population, were living in “ primary” poverty. After in- 
vestigating the amounts spent in drink and in other ways 
“either useful or wasteful,’ he arrived at the further 
conclusion that 27°94 per cent. of the wage-earning class or 
17°93 per cent. of the population were living in “‘ secondary” 


* Op. cit., Ch. IV. 

| The Way to Industrial Peace and the Problem of Unemploy- 
ment. In his Human Needs of Labour (1918, p. 129), Rowntree 
gives 35s. 3d., with prices as at July 1914 as the minimum to satisfy 
the labourer’s needs. But the standard taken here is higher than 
the poverty line; e.g. 5s. od. is allowed for personal sundries— 
insurance, recreation, travelling. 


20 INVESTIGATIONS INTO POVERTY. 


poverty. His final conclusion, therefore, is that 43°40 per 
cent. of the wage-earning class, or 27°84 per cent. of the 
total population of the city were living in poverty. 

Presumably, if these estimates are correct, two-thirds of 
the poverty could be reduced merely by a better apportion- 
ment of the family income. It is doubtful, however, 
whether the poverty in the country would actually be 
reduced by anything near that amount, even if all the 
undesirable expenditure were eliminated. 

At first sight there is a certain resemblance between 
Booth’s figure of 30°7 and Rowntree’s estimate of 27.84. 
But the two results cannot be properly compared, since 
the respective investigators take different factors into their 
calculations. It is interesting to conjecture what the 
estimated proportion for London would have turned out 
to be, had Booth allowed for the secondary poverty that 
entered into Rowntree’s calculation. The discrepancy in 
the figures, however, is due not only to the variance in the 
methods adopted, but also to the difference between con- 
ditions in London and in York. Neither of the towns is 
typical of the country as a whole ; for example, the ratios 
of rent to total expenditure and the relative costs of the 
necessities of life are not alike in the two districts. No 
single town can be typical of the total population.* 

The following diagram taken from Rowntree’s work de- 
picts the cycles in the life of an unskilled labourer. It 
illustrates, incidentally, the variability of a “ living wage ” 
for a given worker at different periods in his lie. Dr. 
Bowley demonstrates these changes more specifically. 
Dealing with conditions in 1912, he estimates that the 
minimum living wage “‘ at marriage would be 16s. weekly, 
and would rise gradually to about 25s. in five years and 28s. 


* See article on The Poverty Figures by Professor D. H. 
Macgregor, Economic Journal, Vol. XX. (1920) p. 569 et seq. 
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in ten years, provided that there were four children all 
surviving. It would remain at 28s. for another five years 
and then fall back to 16s. as the children became self- 
supporting.’’* 
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Closely connected with these variations is the incidence 
of pauperism according to age. This is shown in the 
graph on p. 22. 

In 1912 inquiries were conducted into the social condi 

tions of Reading, and in the following year 

one and into those of Northampton, Warrington and 
urnett-Hurst’s : . 

Investigation.+ tanley, the aggregate population being a 

little over a quarter of a million. Random 

samples of the people of the four towns were taken, the 

method thus differing from Rowntree’s.t The four towns 


are not claimed to be typical of the whole country, but 


* The Measurement of Social Phenomena, pp. 179-80. 

¢ Bowley and Burnett-Hurst, Livelihood and Poverty, 1915. 

~ Dr. Bowley shows (op. cit., Ch. VI.) that sampling is mathe- 
matically justified, that it is unlikely to give in the aggregate an 
incorrect picture of the situation. 
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they are to a large extent representative of towns ranging 
between 40,000 and 150,000 in population, while the 
different types of industrial centre are fairly well repre- 


Census of Paupers, 1906 (England and Wales), showing Age 
distribution per 1,000 of Population at each Age-period (not 
including Lunatics in Institutions) .* 
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sented. “‘ One feature upon which the economic character 
of a town largely depends is the variety or absence of 
variety in its industries. Some towns are almost entirely 


* Quoted in Newsholme, Vital Statistics, (1923 Edition). 
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dependent upon one staple industry and the minor 
industries which are subsiduary to it. Other towns have 
no predominant trade, but a large number of co-existent 
and independent trades. Each of these types is repre- 
sented by two towns among those here described.’’* 
Northampton (boot and shoe manufacturing) and Stanley 
(coal-mining) belong to the first type; Warrington and 
Reading to the second. Further, the differences in 
economic conditions among the four towns are such 
that their total population is more or less characteristic 
of that prevailing in the greater part of industrial 
England. 

In determining the maximim standard of living, Bowley 
and Burnett-Hurst proceeded on rather different lines. 
They slightly added to Rowntree’s minimum for an adult 
man, and reduced the minimum for a child. They also 
laid down different standards for children according to age, 
whereas Rowntree grouped all children together. They 
took ‘‘ primary’ poverty only into their calculations. As 
worked out in percentages, however, the differences between 
Rowntree’s figures for primary poverty and those given by 
Bowley and Burnett-Hurst are not very great, and the 
general conclusions may usefully be compared. Grouping 
York with the towns in their survey, they show that in 
four towns out of the five, more than a quarter of the adult 
male workers, and in two towns more than a third, were 
earning less than 24s. per week, irrespective (apart from 
York) of loss due to sickness and unemployment.t 

The following tablet shows the relation of households to 
the poverty line in the four towns respectively. Percen- 


* Bowley and Burnett-Hurst, op. cit., pp. 12-13. 


{ Ibid., p. 35. 
{ Adapted from fuller table, 7bid., p. 39. 
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tages are given in terms of the “ new” standard, not the 
Rowntree standard. 





| North- | Warring- Stanley | Reading 





| ampton ton 
Above standard 
Richer households ale AZ 59 | 10'9 24'8 
Working-class households 69°8 | 81°3 |, dSs2 577 
At standard = ofa | 6 ‘9 — 
Below standard .. 2h) (agg Bl Eat 48 17°5 
t 





The investigators proceed to examine the proportions of 
the working-class, not the total, population living below 
the poverty line. They show that in Northampton 1 
person in II, in Warrington I in 7, in Stanley I in 16, and 
in Reading more than 1 in 4 of the working classes was 
living in “ primary” poverty. Significant statements are 
made as to the number of children living in conditions of 
poverty—demonstrating the comparatively large families of 
the poorer classes ; thus in Northampton about a sixth, in 
Warrington about a quarter, and in Reading nearly a half 
of the children were living in households of primary 
poverty.* 

Bowley and Burnett-Hurst concludet by deprecating the 
tendency to minimise the extent of poverty, which, apart 
from “‘ secondary ”’ poverty, “‘ exists in certain places on a 
scale which is really appalling.” The four towns taken 
together contain about 2,150 working-class households and 
9,720 persons; “of those households 293, or 134 per cent.— 
of those persons, 1,567 or 16 per cent.—are living in a con- 
dition of primary poverty.”” The frequent statement that 
men are personally responsible for their poverty is shown 
to be grossly exaggerated, inadequate wages being the 


* Bowley and Burnett-Hurst, op. cit. pp. 43-5. f Ibid., p. 46-48. 
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dominating cause. About a quarter of the children in 
these towns are shown to live in families which have in- 
sufficient income to secure a healthy existence. 
The causes of poverty may be roughly classified as 
personal and external The personal causes 
ee wuclude ill-health, old age, large families, 
intemperance, ignorance, desertion, etc. The 
external causes include insufficient natural resources, defec- 
tive economic organisation, industrial rearrangements, war, 
change in the value of money, etc. Of the two sets 
of reasons, the external is by far the more important,* 
even more significant than at first appears, since many of 
the so-called personal causes are really the indirect effect 
of the external. Ill-health and intemperance, for instance, 
are often the outcome of industrial conditions and there- 
fore cannot be entirely regarded as prime causes of poverty. 
Bad social conditions, unfavourable environment, inade- 
quate education—these and many other factors serve to 
intensify the existence of poverty. But they are not 
fundamental causes; though better housing and town- 
planning, superior educational facilities, and similar im- 
provements would do much to relieve the situation, they 
would not go to the root of the problem, which lies mainly 
in the system of distribution.t 
Rowntree showed that over a half of the “ primary ” 
poverty in York was a result simply of low wages, quite 


< 


* Dow (Society and its Problems, Ch. XX.) puts the respective 
proportions as 60-75 per cent. “‘ objective ”’ (external) and 25-40 per 
cent. “‘ subjective ’’ (personal). 

j Lists and arrangements of the causes of poverty are legion, 
some writers submitting upwards of twenty more or less different 
reasons. Booth, for example, enumerates 23; Dow gives 24. No 
useful purpose, however, appears to be served by manifold refine- 
ment of causes. for poverty is so cumulative in its nature that it is 
frequently impossible to separate cause and effect. 
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apart from irregularity of work. Nearly a quarter was 
due to large families, a seventh to the death of the chief 
wage-earner, a sixteenth to illness or old-age, and a very 
small proportion to irregularity of work and unemploy- 
ment (2°8 and 2°3 per cent. respectively). These propor- 
tions are not of course equally applicable to all parts of 
the country. Conditions too have materially altered since 
Rowntree made his investigation, rendering revision im- 
perative. The chief causes of “secondary ’’ poverty sub- 
mitted by Rowntree were, firstly, drink, betting and 
gambling ; secondly, ignorant or careless housekeeping. 


PRINCIPAL IMMEDIATE CAUSES OF POVERTY. 





Percentage of households below the 
Rowntree Standard. 





Immediate Cause. 











North- | Warring- | ._ | York 
ampton. ton. Stanley /Reading 1899 
Chief wage-earner 
dead VL. hie 24 2 1 ie 4 Ve 
Chief wage-earner 
ill or old. a 4 z | ate aE al ae 
Chief wage-earner 
out of work: }i.s hilt yor} 3 hit Gar 2 3 


Chief wage-earner 
irregularly em- 
ployed. oH a 3 steers + 3 

Chief wage-earner 
regularly em- 
ployed :— 

Wage insufficient 
for 3 children. | 21.) 














3, children ordess, |, -22° |} 22 I 33 
4 children or more. | 9 38 I 15 
Wage sufficient for | Dt 
3, but family | 
more than 3... | 35 | 27 (ie 2a eS 
Total 100 100 12 100 100 





Bowley and Burnett-Hurst give in the above table 
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the principal causes of poverty in the towns they surveyed. 
They stress the fact that they are only immediate causes, 
the ultimate causes resting deep in the economic system. 
To facilitate comparison with Rowntree’s conclusions the 
latter writer’s standard is taken. Again the preponder- 
ating cause of primary poverty is seen to be insufficient 
wages. “ Actually one-half of the households below the 
poverty line at Warrington and Reading, nearly one-half 
at York, and one-third at Northampton, were living in 
poverty because the wages of the head of the family were 
so low that he could not support a family of three 
children or less.’’* 


The unequal distribution of the social product is respon- 

sible for most of the poverty in this country. 

Ill-distribution Sir Leo Chiozza Money, writing before the 

one war, calculated that a half of the total in- 

Fact. come of the country was enjoyed by about 

12 per cent. of the population. Even more 

significant was his estimate that more than a third of the 

national income went into the pockets of less than a 
thirtieth of the people. 


In a more recent investigation} Prof. Bowley, though a 
less biased investigator, has also demonstrated that the 
national income is very unequally distributed among wage- 
earners and the rest of the community. He shows that, in 
1913, 15,200,000 wage-earners shared 354 per cent. of the 
total income, whereas 1,190,000 non-wage-earners paying 
income tax received 474 per cent., there being an inter- 
mediate class of 4,310,000 non-wage-earners not paying 
income tax who received 17 per cent. In other words, 


* Bowley and Burnett-Hurst, op. cit., p. 41. 
{ Riches and Poverty (10th Edition, 1910), pp. 47-8. 
£ Change in Distritution of the National Income, 1880-1913, p. 
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about three-fourths of the population received little over a 
third of the total income, while about one-seventeenth 


THE NATIONAL INCOME. 
































| 1880 
| Number of | Income. 
ncomes : 

, | Percentage 
| 000’s | Amount __of Total. of Total 
| £ million | 

Wages .. oe |. ¥ 22,300 465 414 
| Intermediate* income | 
under {160 .. 1,850 
_ Income assessed to tax | 
over {160 excluding | 
wage earners 620 | 530 47 
Totals 14,770 | 1,125 | 100 
1913 
Number of Income: 
Tncomes, 
000’s. Amount. | gern 
£ million 
Wages .. ad 15,200 77° 354 
Intermediate* "income 
under {160 .. 4,310 365 7 
Income assessed to tax 
over £160 excludin 
wage ee = 1,190 1,030 473 
Totals 20,700 2,105 100 











*T.e. the income tax exemption limit before the war. 


The 


“ Intermediate ”’ class denotes non-earners who were not liable to 


income tax. 
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received nearly a half. Bowley shows that since 1880 the 
proportion taken by the income-tax-paying non-wage- 
earning classes had increased its share by 54 per cent. 
Thus in the intervening 33 years the wage-earners, despite 
the fact that their actual receipts had increased by about 
a third, suffered a reduction in their share of the total in- 
come (which had nearly doubled) by 6 per cent. These 
classifications are naturally very arbitrary, and the propor- 
tions should not be interpreted too rigidly. But every 
latitude being allowed, the shares of the different classes 
give food for thought. 

Professor Bowley proceeds to demonstrate that the pro- 
portions that went to property and to services of all kinds 
(though the latter category embraces more people than the 
wage-earners only) remained the same in 1913 as in I88o, 
namely 374 per cent. to property and 624 per cent. to services. 

Sir Josiah Stamp’s findings are in many ways similar.” 
He states that in 1914 about 8 per cent. of the total income 
went to less than one-tenth of 1 per cent. of the people. 
The next 22 per cent. of the total income went to about 
I per cent. of the people, and the next 15 per cent. of the 
total income to 4% per cent. of the people. Altogether 
45 per cent. of the national dividend went to about 5} per 
cent. of the population. He submits, however, that 
“although all classes may have become better off, they 
have kept their relative positions and proportions with 
remarkable stability so far as we can test.” The same 
writer computes that in Ig19 about one-twelfth of the 
total income was enjoyed by about one 480th of the people, 
and one-half of the income by between one-ninth and one- 
tenth of the people. t 

* Wealth and Taxable Capacity, 1922, p. 87. 


{ Ibid., p. 95. Taxation, of course, modifies these proportions, 
but the disparity remains considerable. 
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It has been endeavoured in the preceding pages to indi- 
cate the extent and some of the causes of poverty, so far 
as one can judge from the few scientific inquiries that have 
yet been made. The chapter has been confined largely to 
a cold summary of the conclusions of the different investi- 
gators, no attempt having been made to describe the facts 
of poverty which are all too evident to anybody who cares 
to look around him. The nature and the meaning of 
poverty are best studied, not in wordy narrative, but in 
the actual manifestations in the slums and the casual 
wards. But observation, however sympathetic, of the 
miserable conditions in which a large proportion of the 
people exist does not of itself point to the cause of the 
evil. Even elaborate statistical inquiries, such as those 
outlined above, only touch the surface of the problem. 
Study of the outward effects of poverty is but a preliminary 
to the more difficult yet more important examination of 
its sources. The simple statement that poverty is mainly 
the result of unequal distribution does not carry one very 
far, and further inquiry into the industrial system is essen- 
tial if one is to probe and endeavour to remove the roots of 
the evil. 


CHAPTER, JL 





THE WAGES OF LABOUR. 
§ 1. THE SUPPLY OF LABOUR. 


Fundamental to all social problems is the question of 
population. The growth in the numbers of 


Population the people, meaning on the one hand an in- 
Shan of crease in productive force, on the other an 
Labour. increase in number of mouths to be fed, has 


given rise to much speculation as to future 

conditions. The name of Malthus is closely associated 
with the subject of population, and though it is over a 
century ago since he enunciated his famous doctrine, his 
views, with certain modifications, are still widely held.* 
Malthus wrote at a time when the economic and social 
conditions of the country were undergoing a rapid change. 
The revolutionary views prevalent at the time were reflected 
in the writings of many contemporaries who were some- 
times prone to under-estimate the hard facts of life. 
Godwin, for instance, wrote a work on the equality of man. 
Having to face the question of a growing population 
pressing on food supplies, he contended that mind would 
one day become omnipotent over matter. Malthus, in his 
Essay on the Principle of Population, 1708, criticised these 
* Most of Maithus’s ideas had been anticipated by previous 
thinkers, but he was the first to present the facts and principles in a 
clear and co-ordinated form. See C. E. Stangeland, Pre-Malthusian 


Doctrines of Population. 
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writers as visionary, and maintained that they played too 
lightly with the vital question of subsistence. He held 
that any increase in the material welfare of the people must 
necessarily be followed by an addition to the population, 
which, in view of the limited bounty of nature, must in 
turn lead to a reduction in the standard of life. In the 
first edition of his work he stated, that “ population, when 
unchecked, increases in a geometrical ratio, subsistence 
increases only in an arithmetical ratio.”* The population, 
he submitted, would tend to double itself every twenty-five 
years. But, he went on to say, “ by that law of our nature 
which makes food necessary, the effects of these two un- 
equal powers must be kept equal.” Population is 
restricted, he said, by the relentless pressure of nature’s 
limited resources, and also by vice. 

In his second edition (1803) Malthus was rather less 
dogmatic ; realising that his mathematical presentation was 
not strictly true, he practically abandoned the use of the 
geometrical and arithmetical progressions, and contented 
himself with the simple statement of the law that popula- 
tion increases-at a faster rate than food. In this edition, 
too, he added another “ check ” to the growth of population 
—moral restraint. His “‘ checks’ now fell into two cate- 
gories, the “ positive check,” working through a high death 
rate, and the “‘ preventive check,” operating through a low 
birth rate. In the former class are disease, famine and war ; 
in the latter are vice and intelligent restraint. 

Malthus’s law of population is linked up with the 
tendency known in economics as the law of diminishing 

* In a geometrical progression the number increases through the 
multiplication by the given factor, whereas in a mathematical pro- 
gression the number increases through the addition of the given 
factor. Thus, if 2 is taken as the factor, the geometrical progression 
would be (say) 10, 20, 40, 80, etc.; the arithmetical progression 
would be 10, 12, 14, 16, etc. 
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returns to land. After a point, applications of capital and 
labour to land result in a less than proportional return ; in 
other words, there is a tendency for agricultural output to 
increase at a slower rate than the capital and labour applied 
to land. If diminishing returns did not operate, Malthus’s 
theory would be meaningless, since an increase in popula- 
tion would cause a proportional addition to food supplies, 
and the reduction in the standard of living feared by 
Malthus would therefore not come about. 

Thus there are two supplementary methods of approach 
to the problem of population. One is concerned primarily 
with the growth of population, the other deals with the 
rate of food production and the possibility of increasing 
it at least as quickly as the rate of population. The 
question of food supplies may be considered first. 

The problem of increasing the means of subsistence in 

proportion to the growth of population re- 
Ecroering solves itself into that of countering the 
pron Sue a tendency to diminishing returns. Economic 
Organisation. history is largely a record of the contest of 

man with the “stinginess” of nature. The 
struggle has not been uniform : sometimes, as during the 
nineteenth century in England, man has appeared to 
be supremely dominant ; at other times, as now, accord- 
ing to some writers, man’s advantage is not so pro- 
nounced, and he has to labour hard to make ends meet. 
Malthus did not appreciate the power of man’s ingen- 
uity nor did he foresee the discoveries of the nineteenth 
century that, for the time at any rate, relieved the pressure 
on food supplies. The adage that “ necessity is the mother 
of invention” was amply proved, showing that in invention, 
employing the term in its broadest sense, lies man’s greatest 
hope of coping with the population problem. Since Mal- 
thus’s time, the discovery of new wheat lands and of new 

SOC. ECON. 3 
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foods, the application of new sources of power and the use 
of new processes, the improvements in methods of trans- 
port and communication, the rise of an efficient mechanism 
of exchange—all have led to a better industrial organisa- 
tion, which tends to substitute increasing for diminishing 
returns. 

The problem of population turns principally on organi- 
sation. Britain’s population at the end of the nineteenth 
century was about ten times what it was in Elizabeth’s 
time, yet the country was, in a sense, less over-populated 
in the later than in the earlier period. So-called over- 
population is frequently a matter of under-organisation. 
Increase in numbers makes a thorough division of labour 
more possible, and the production of goods per head, 
instead of diminishing as the pessimist expects, actually 
increases. 

Sir William Beveridge has shown that from the epoch 
1854-64 to the epoch 1905-13 the coal production per head 
in the United Kingdom increased from 2.6 to 5.9 tons, the 
pig-iron production 2.7 to 4.3 cwts., the raw cotton consump- 
tion from 28.1 to 42.2 lbs., and the raw wool consumption 
from about Io to 12.6 Ibs. Real wages increased from 
60.7 to ror.o (on the basis, I9g13=I00).* It is true of course 
that so far as food production is concerned, Britain does 
not produce sufficient for her requirements. About 80 
per cent. of the wheat and 40 per cent. of the meat con- 
sumed in this country comes from abroad. But it is a 
commonplace in economics that an industrial country 
such as Britain, by specialising in the production of other 
articles in the production of which she has a greater 
relative advantage, is able to exchange her products for a 


* The Economic Journal, Dec. 1923, p. 462. Similar increases are 
demonstrated in the case of shipbuilding, exports, and the con- 
sumption of food and drink. 
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greater amount of food and raw materials than she would 
economically be able to produce for herself. 

All this does not mean that the growth of population can 
be left to look after itself. Increasing the food supplies is 
only one factor in the problem. The operation of the 
different checks, affecting both the quantity and the 
quality of the population, needs equal consideration. 

The preventive check, meaning a low birth rate, is more 

Pe humane than the positive check, with its high 
easton of death rate. The birth rate in England and 
Wales is little over a half of what it was fifty 

years ago, as is shown in the following table :* 


ENGLAND AND WALES 








Per 1,000, 
Average Average ee 
Years. Annual | Annual ene 
Birth Rate. | Death Rate. Mortality. 
1871-1880 35-4 21.4 149 
1881-1890 32.4 19.1 142 
1891-1900 29.9 18.2 153 
I9OI-I9IO 27.2 15.4 128 
IQII-IQI5 23.6 14.37 IIo 
1916-1920 20.1 14.57 gI 











In conditions where a high birth rate leads almost in- 
evitably to a high death rate, the solution to the problem 
lies largely in the curtailment of the number of births. 
The birth rate in India is nearly double that in England 
and Wales ; but as the death rate there is more than double 
that in this country, the survival rate (7.e. the difference 


* Report of Chief Officer of Health, 1920 (Cmd. 1397). 
7 Civilian population only. 
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between the birth rate and the death rate) is appreciably 
higher in England and Wales than in India.* 

The standard of life plays an important part in the 
growth of population. The more advanced a community, 
the greater is the insistence on a recognised standard of 
living. There is no absolute standard ; as will be shown 
more fully later, it varies from class to class, and for the 
same class from time to time. But though not strictly 
determinate, it serves as a check on the increase of popu- 
lation. When people are living on the verge of starvation, 
foresight and restraint are weak. Birth control is more 
common in more prosperous families. Paradoxical though 
it may seem, an improvement in the standard of life, by 
strenghtening the will to retain and even advance that 
standard, tends up to a point to restrict the rate of in- 
crease. The poorer classes have, on the average, larger 
families than the well-to-do classes, 7.e. the rate of increase 
varies inversely with the power of maintenance.t While 
the main reason for the small family is the desire to main- 

* See H. Cox, The Problem of Population, pp. 26-7. 

+ The following table by Bertillon (quoted in Bailey : Modern 
Social Conditions, p. 110) is interesting in this connection. It shows 


that on the average the very poor have about two or three times as 
many children as the very rich. 





Births per 1,000 Women. 





Paris. | Berlin. | Vienna. |} London. 





Very Poor oe -- | 108 157 200 147 
Poor = +2 bre 95 129 104 140 
Comfortable “io ae 72 114 155 107 
Very Comfortable aie 65 96 153 107 
Rich a6 ae ae 53 63 107 87 
Very Rich = as 34 47 71 63 














Total oe a 80 102 153 109 
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tain the children in a standard of life at least as high as that 
enjoyed by the parents, contributory factors are the age at 
which the different classes attain their maximum earning 
capacity, and the age at which they marry. The un- 
skilled worker can reach his highest earning power early in 
life—even in his ’teens. The more skilled and better-paid 
workers have a longer time to wait, while some people, 
“professional’”’ workers for example, do not reach their 
full earning power until life is fairly advanced. The age 
of maximum earning capacity naturally affects the marry- 
ing age and therefore the number of children. 

Emigration is often advocated as a means of solving the 
population problem. It is true that while some countries 
have an extremely dense population, which cannot 
apparently be maintained in a decent standard of life, 
other countries are very sparsely populated and are crying 
out for immigrants. Between such countries a flow of 
population might take place with advantage. Many 
contend at the present time that the emigration from this 
country to the Colonies should be increased, in order to 
reduce the “surplus “ of labour here, and to distribute 
the world’s population more equally. 

Some writers maintain however that a reasonable flow of 
population from a country does not necessarily in the long 
run reduce its population, while a constant flow into a 
country need not over a period increase the population. 
This apparent inconsistency is explained by the Malthusian 
argument. Reduction in the population lightens the pres- 
sure on the means of subsistence, the struggle for livelihood 
is not so intense, and with an increase in the birth rate and a 
fall in the death rate, the reduction is soon balanced. On the 
other hand, immigration increases the pressure on subsis- 
tence and makes the check on population more effective.* 

* Cf. Fairchild, Applied Sociology, pp. 217-18. 
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In any case, emigration cannot be depended upon as a 
final solution. To particular countries it might give a 
degree of relief, but as the population of the world in- 
creases, resort must be made to other methods. 

The last, and perhaps the most important, of all these 

considerations is the aspect of quality rather 
eeu than mere quantity of population. Too much 
attention has been focussed in the past on 
numbers ; too little on the health, efficiency and happiness 
of the people.* It is better to have limited numbers of 
a high quality than a large population of whom a vast 
proportion must die in the unequal struggle for life. 
While modern industrial methods and the social environ- 
ment do not always make for improved health, there has 
been on the whole a distinct advance in the quality of the 
people during the last century. The birth rate has fallen, 
but so has the death rate. Medical science, along with 
better sanitation and hygiene, is steadily raising the 
quality of the people. 

Certain authorities pin their faith to “Eugenics” as a 
means of improving the quality of the population. They 
would apply the laws of heredity with the two-fold object 
of preventing procreation on the part of certain people, and 
encouraging it on the part of others. The first or “ nega- 
tive’ method is to exercise a control, if possible, over the 
marriage of the seriously diseased, feeble-minded or other- 
wise defective. Failing this, some eugenists advocate 

* The military view of population has not been considered in 
these pages, though it has many adherents in some countries. The 
French population is at a standstill, while the German population 
continues to grow. The French patriot deplores the situation and 
seeks means to stimulate the birth rate. It is questionable whether 
such a policy is justifiable from the purely economic standpoint— 


but so long as a war threatens, one cannot expect public policy 
always to put well-being before defence. 
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compulsory segregation or even sterilisation of the unfit. 
The second or “ positive’’ method, designed to enhance the 
quality of the race, takes the form of bonuses on children 
born of certain types of parents, taxes on “ fit’ persons 
who refuse to procreate, and such other means. So far, 
however, our biological knowledge is very limited, and even 
if the eugenists offer physical proof of their contentions, 
they are sure to encounter continued opposition on moral 
grounds. Eugenics does not seem to hold out any promise 
of relief and improvement for the immediate future. 


The problem of population and food has come into 
prominence in recent years. New countries that hitherto 
exported a large amount of their food products to the 
older industrial countries are gradually increasing their 
own population and reducing the proportion of their food 
exports. The United States, for example, is consuming 
a growing share of the grain produced within its own 
boundaries. Again, the relief offered by a diminishing 
birth rate is partly offset by the declining death rate, 
for the extension of human life has to be accompanied by 
a corresponding advance in the quantity of food produced. 

The prospects, however, are not as gloomy as the pessi- 
mists would have us believe. Even with the existing 
methods of production, the food supplies of the world for 
many generations to come would appear to be adequate to 
the needs. Misery and starvation are mainly the result of 
an inadequate industrial organisation and an unsatisfactory 
mode of distributing the income of the community. Im- 
provements in the social structure would immediately 
remove many of the ills usually attributed to over- 
population. As for the methods and quantity of produc- 
tion, the Industrial Revolution did not exhaust man’s 
inventiveness, and one may reasonably expect further 
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progress in our economic organisation, permitting of an 
increase in the world’s population, yet accompanied by a 
general advance in the standard of life.* 

In dealing with the supply of labour, reference must also 
be made to the problems arising out of its 
relative “immobility,” 7.e. the difficulty of 
moving labour from one purpose or direction 
to another. The supply of capital, for example, does not 
present the same problem. Some forms of capital are 
very ‘‘fluid.” Thus a slight movement in the rate of 
discount will cause money, the most mobile form of 
capital, to flow from one continent to another. Other 
kinds of capital are less mobile, and apart from their value 
as scrap can only be used for the purposes for which they 
were originally produced, e.g. power-looms, lithographic 
machines. There is a third and intermediate class of 
capital, which, though not perfectly mobile, is adaptable 
for alternative uses; thus the lathes employed during the 
war for turning shells were adapted with little alteration 
to making such articles as sewing-machine parts. Capital 
as a whole, however, is fairly mobile if compared with 
labour. Whereas capital (apart from “ personal” capital) 
is a concrete thing, labour is vested in the individual, 
and its sale and transfer involve peculiar difficulties. 
The ‘‘ human element” necessarily plays a dominant part 
in all matters affecting labour. 


The Mobility 
of Labour. 


* An interesting forecast of the future population of Great Britain 
is made by Dr. A. L. Bowley in Part IV. of Is Unemployment In- 
evitable ? (1924). Dr. Bowley submits that, provided the emigration 
continues at the same rate as in the decade before the 1911 Census, 
the proportion of the population between 15 and 65 will increase by 
about 1,500,000 in the decade 1921-31, but will then diminish by 
about 200,000 in the decade 1931-41. With special reference to 
unemployment, he suggests that the problem fifteen years hence 
will be an insufficiency rather than a surplus of labour. 
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There is no general remedy for the comparative im- 
mobility of labour. Several forms of immobility can be 
distinguished, and each requires a more or less different 
treatment. The principal obstacles to a perfect flow of 
labour, and the possible means of coping with them, may 
be briefly outlined. 

(1) Geographical. The obstacle of distance is still ap- 
preciable, though it is not so formidable as in the past. 
There is a tendency for most people to live and work in 
the district in which they are reared, but with improve- 
ments in the means of communication and transport, the 
barriers are getting weaker. The railways, the postal 
service and the newspapers have done much to effect this. 
Movement between countries, however, is still rather 
sluggish, language and other difficulties here becoming 
pronounced. This form of geographical immobility is more 
manifest in an island community like Britain, for the flow 
of labour between this country and the rest of Europe is 
more difficult than that between the several states on the 
mainland. Frequently, however, geographical immobility 
is closely bound up with other considerations—personal 
and sentimental reasons, ignorance, cost of movement, etc. 
These are considered separately. 

(2) Personal. The personal factor in the mobility of 
labour is too obvious to need lengthy comment. Family, 
sentimental and patriotic ties bind labour to a particular 
sphere, whereas their effect on a movement of capital 
would be practically nil. A man may refuse to change 
his job for a better one if it means moving to an en- 
vironment away from the friends and surroundings to 
which he has become attached. 

(3) Ignorance. This is an important factor which bars 
mobility from the beginning of a worker’s industrial life. 
The parents of a boy just leaving school may be ignorant 
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of the best avenue for him to take, and may put him into 
a job which affords no development of the boy’s faculties 
at this vital time of life, and offers but little prospect of 
advancement. (Too frequently, however, parents are 
driven by necessity to place their children in blind-alley 
occupations ; the obstacle here is one of cost, which is 
discussed below.) Further, the worker may be ignorant of 
better conditions elsewhere. Instances are numerous in 
which people in an industry covered by a Trade Board 
work for lower wages than the legal minimum, not simply 
because they are refused work at the legal rates, but 
because they do not know that these rates are enforce- 
able. 

The obstacles to mobility due to ignorance on the part 
of parents can be largely overcome by State and municipal 
guidance. “‘ After-care’’ and similar schemes indicate a 
growing social responsibility for the juveniles passing from 
the years of compulsory education. Ignorance on the 
part of the workers themselves is now met in some degree 
by employment exchanges and, in certain instances, trade 
unions. The exchanges have done valuable work in giving 
information, and also in breaking down the geographical 
barrier. Some trade unions (e.g. the draughtsmen’s organi- 
sation) have a systematic arrangement for collecting and 
imparting to their members information of vacancies. 
While this activity cannot be considered a primary 
function of trade unionism (it would hardly be practicable 
in some unions), it does help to overcome the obstacle of 
ignorance. 

(4) Cost of Movement. More than one type of this obstacle 
can be distinguished. Firstly, there is the obvious cost of 
moving one’s self, family and belongings from one place to 
another. This item is often so high as to keep a man to 
one district though he knows he could materially improve 
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his position elsewhere, if he could only bear the initial 
expense. Secondly, there is the cost of training for a post 
in a higher grade or for one in a different sphere altogether. 
To the actual expense of training there must be added of 
course that of maintaining self and family throughout the 
period. To move from place to place, but keeping in 
the same trade, is a relatively simple matter. But move- 
ment from a lower grade to a higher grade, or from one 
occupation to another, is more difficult and expensive. 
Employment exchanges are helpful in dealing with the 
former kind of immobility, but the latter type needs a 
more fundamental remedy. 

Then, further, there is the cost on the part of parents 
who wish to give their children a good start in life. As 
mentioned in (3), parents may be well aware of the best 
course for their children to take, but are driven by lack of 
means to put them into a job which will bring in a few 
shillings right away, though it offers no prospect of advance- 
ment. Apprenticeship and similar schemes involve a 
certain expense, which many parents, though not lacking 
in self-denial, are unable to afford. Progress has been 
made in recent years in free technical education, and it 
is anticipated that this useful adjunct of general educa- 
tion will be further extended. Though they might involve 
a large financial outlay at the beginning, such measures 
must ultimately prove economical, for every child whose 
potentialities are not fully developed, let alone if they are 
allowed to run to waste, means so much loss to the com- 
munity. From a strictly economic, as well as from the 
social, moral, and political standpoints, it is desirable that 
the cost of proper training, if beyond the means of the 
parents, should be borne by the community. 

(5) Custom and Tradition. These still play a large part 
in governing economic conditions. The movement of 
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female labour, for instance, into certain trades and pro- 
fessions is still impeded by the custom of regarding these 
occupations as the “rightful’’ preserve of men. This is 
particularly true of the older trades and professions, and 
consequently women tend to concentrate in the newer 
occupations, where custom and tradition have not so far 
had any material influence. Teaching and typing furnish 
instances of this crowding, with resultant low rates of pay.* 

(6) Artificial Restrictions The barriers of wealth and 
social position are fortunately becoming weaker, though 
they cannot yet be ignored. The expense of entering, say, 
the legal or medical profession is much too high to make 
merit the only standard. Qualification on an ability basis 
is, of course, very necessary in the public interest, and is 
gradually being extended to the so-called “ manual” 
trades. 

In a somewhat similar category are the impediments to 
entering a trade fixed by certain trade unions. Where the 
restrictions are imposed with a view to ensuring good 
quality of workmanship they are all to the good. Anda 
strong case can be adduced in favour of these restrictions 
where the aim of the trade unionist is to maintain a 
reasonable standard of life, which might be undermined if 
free access to the trade were open to everybody. The 
situation becomes irksome, however, where the professional 
organisation or the trade union abuses its monopolist 
position, and so restricts its membership as to secure 
reward in obvious excess of the social utility of the service 
rendered, or to exclude persons from membership when 
their employment in the occupation concerned would be 
of general advantage to the community. 

Artificial restrictions on mobility are sometimes imposed by 
employers’ federations who keep a “ black-list ”’ of workers 

Fiscespssie2s 


THE MOBILITY OF LABOUR. 45 


who, through trade union or political activity, have fallen 
out of favour with the employers. The “ black-list ’’ is so 
effective in some trades, e.g. engineering, that a man may 
have to leave the district or even emigrate to secure work, 
even though there is employment to be found at home. 
“Suspending’”’ a man, but not giving him a proper 
discharge, may also hinder mobility for an appreciable 
time. 

On the other hand, restrictions are occasionally imposed 
by the employees’ organisation. Several education authori- 
ties, for instance, have at various times been “‘ black-listed ”’ 
by the teachers’ union, on grounds of unsatisfactory re- 
muneration or working conditions. While the union has 
not the power to prevent teachers entering, if they wish, 
the service of these bodies, the warning against such 
authorities has been successful more often than not. 

(7) Specialisation. But doubtless the biggest obstacle of 
all to the free movement of labour is the specialisation of 
labour, which is becoming more intense every year. The 
economic activities of the community have been divided 
into separate industries and callings, industries have been 
divided into processes, processes into part-processes, and 
these part-processes even further sub-divided. A man who 
has been engaged for years on a single operation, may find, 
in the event of being discharged, that he is fitted for no 
other occupation. In this respect the skilled worker may 
be comparatively worse off than the unskilled. If the 
former has been engaged on some difficult and complex 
task which is now being performed by machinery, he will 
seldom find other employment similar to that from which 
he has been discharged. But the less skilled worker 
might not be in the same difficulty. Tending one machine, 
especially if it is of the “ automatic ’”’ variety, is not very 
different from tending another. 
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Indeed it has been contended that, the more advanced 
the specialisation, the easter does the mobility of labour 
become. For instance, if a slump occurs in the watch- 
making trade, a discharged worker who has been engaged 
on the delicate mechanism might find somewhat similar 
employment in (say) the scientific instrument trade ; and 
vice versa. The more mechanical the operation, the easier 
and quicker it is to transfer one’s labour to it. But in the 
present state of industry, it is doubtful whether this mo- 
bility counts for much against the many factors making for 
immobility. The tendency to mobility through simplifi- 
cation of operations has to be recognised, and in the future, 
when machinery will play a still larger part, it may be more 
important than it is now. But even then there will be 
several specialised occupations between which labour will 
be very immobile.* 


§ 2. THEORIES OF WAGES. 


Whatever the ethics of the matter, labour is bought and 
sold like any ordinary commodity ; “ supply 
and demand ”’ are the principal determinants 
of the value of a man’s services as of the 
value of wheat. There are certain peculiarities, however, 
in the demand for and supply of labour that prevent a 
straightforward “law” of wages being formulated. The 
qualifying phrase “‘ other things being equal”’ is never so 
prominent as in a discussion on wages. 

(a) One obvious difference between labour and material 
commodities is that the former is inseparable from the 
worker himself. Labour is not inert like the ordinary 
commodity bought and sold, and the human element is 
necessarily prominent in all dealings affecting its price. 


Peculiarities 
of Labour. 


* For a full analysis of the question of the mobility of labour, see 
Pigou, Economics of Welfare, pp. 111-148 (1920 Edition). 
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(b) Since labour cannot be delivered except in person, 
the worker is concerned with the conditions in which his 
labour is employed. A man who sells a piano does not 
trouble about the environment of the article or the manner 
in which it is used. But the labourer is naturally anxious 
that his working conditions should be as satisfactory as 
possible. 

(c) ‘‘ Labour will not keep.” It is, as it were, the most 
perishable of all commodities. A man cannot as a rule 
abstain from working one day in the surety that he will 
make up for lost time by doing twice as much the following 
day. (This does not apply of course to those circumstances 
in which rest from work has a recuperative effect, and in- 
creases a man’s efficiency.) This peculiarity, shared only 
to a limited extent by ordinary commodities, often prevents 
a worker from getting the best price for his wares, as he 
- cannot store his “ goods’”’ for a better market. 

(d) As shown above, labour, compared with most com- 
modities, is very immobile. Whereas a better price will 
soon cause a flow of material goods from one direction to 
another, better wages will not have the same immediate 
effect on labour, whose mobility is hindered for a variety 
of reasons. 

(e) The supply of labour is comparatively fixed for a 
fairly long period. Special training may increase the supply 
of particular kinds of labour, but an increase in the total 
supply depends on the growth of population. This, com- 
bined with the relative immobility of labour, helps to 
prolong the period of high earning in one trade compared 
with another. Conversely, an over-supply of labour in a 
trade may cause very low wages yet no immediate drift of 
labour from that trade to another. What the economist 
terms a “ quasi-rent”’ or a surplus element in income, 7.e. 
a reward over and above the minimum necessary to in- 
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duce the supply of the particular unit, is sometimes very 
pronounced. If many years’ training is necessary to 
provide a service that suddenly comes into great demand, 
the people who can supply this service receive a remunera- 
tion in excess of what would be considered the normal rate. 
(f) Lastly, in selling his labour, a worker is at a dis- 
advantage in dealing with the employer. If the latter 
employs a hundred men, he is equal in bargaining power 
to all the hundred combined. Hence the rise of trade 
unions, which, by collective bargaining, put the employer 
and the employed on a more equal footing, and so help to 
restore the balance of power. 
It is important to distinguish between the nominal 
expenses and the real cost of labour. En- 
ane peel lightened employers are recognising that it 
Labour. does not always pay, even in the narrowest 
sense, to give wages inadequate to ensure a 
standard of maximum efficiency. A well-known motor-car 
manufacturer pays far higher wages than his competitors, 
yet his product sells for a much lower price. The reason is 
intense organisation of the business and high efficiency of the © 
workers, who are allocated to the tasks for which they are 
best fitted. The product per worker is so great that, not- 
withstanding the high expense, the real cost of labour is 
relatively low. Experience of minimum wage legislation 
for the sweated trades has abundantly shown that the real 
cost of labour has not increased in nearly the same degree 
as the nominal wages bill. In some cases the better 
nourishment and environment of the worker has led to an 
actual decline in the real cost, proving that ‘‘ low wages are 
dear wages.”’ It will be observed in the following pages 
that the earlier theories of wages (particularly that of the 
wages fund) either ignored or paid insufficient regard to 
this important distinction. 
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In a sense, labour and capital compete with each other 
for employment by the entrepreneur. If the 
employer finds that a machine will do a 
certain class of work more cheaply than 
ordinary labour, some workers will be partly displaced or 
be compelled to accept a lower wage. This application of 
the “law of substitution’’ is constantly in operation. The 
efficient employer endeavours to find just that proportion 
of capital and labour which renders him the best return. 

The wages of labour are influenced to a certain extent by 
the proportion they bear to the interest on capital and other 
standing charges. In one industry the ratio of the wages 
bill to the total expenditure may be very high, as for 
example in the coal-mining industry. In another the ratio 
may be smaller, as in the cotton industry. Other con- 
ditions remaining the same, a demand for higher wages in 
in the coal-mining industry is less likely to be successful 
than a similar demand in the cotton industry, since the 
extra burden in the first case would be greater propor- 
tionately than in the second. Numerous other considera- 
tions might arise to reduce or nullify this particular 
influence, but its existence should not be disregarded. 

The investigation of the factors governing wages falls 
into two parts. Firstly there is the question 
of relative wages, viz., what determines the 
rates of wages as between one class of labour 
and another? Secondly there is the problem of general 
wages, viz., what determines the share of the national 
dividend that goes to labour as a whole? To a large 
extent these questions merge into one. An answer to 
the second provides a part, if not whole, answer to the 
first. 

Adam Smith* submitted that wages varied from trade 

* Wealth of Nations, Book I. 
SOC. ECON. 4 
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to trade for the following reasons : (i) the agreeableness or 
disagreeableness of the employments, (ii) the easiness or 
cheapness of learning them, (iii) the regularity of employ- 
ment, (iv) the trust to be reposed and (v) the possibility of 
success. These reasons still hold true, but they do not 
offer a thorough explanation. [If (ii) is taken to include 
the immobility of labour, the reasoning is more complete, 
for if there were no hindrances to a perfect flow of labour 
from one quarter to another, there would not be the 
serious differences in remuneration one now finds. 

Since Smith wrote, trade unions and employers’ federa- 
tions have grown to such a degree that the rate of wages 
now depends very largely on the bargaining power of the 
parties. Again, Smith did not attribute sufficient im- 
portance to the power of custom and tradition in 
determining rates of payment. There is no doubt that 
people become habituated to certain differences in the rates 
of pay as between one class of labour and another, and that 
these rates may continue even though they do not neces- 
sarily represent the ratio of respective worth to the 
employer. The force of custom may prevent a man from 
getting his proper share of the product. For many years 
the wages of the semi-skilled labourer were considerably 
lower than those of the skilled artisan. It is certain that 
the differences in wages were not always due to differences 
in productivity. Bargaining power and custom had much 
to do with the respective rates of pay. 

It is interesting to observe that during and since the 
war, the gap between the earnings of the semi-skilled and 
skilled has been appreciably reduced. This “ levelling-up ” 
of earnings is due to the improved organisation and bar- 
gaining power of the semi-skilled, to the weakening of 
custom in these exceptional years, and to the recognition 
that, with the development of machinery, the line between 


GENERAL WAGES. 51 


the skilled and the semi-skilled is not so clearly defined as 
it was often thought to be. 

But these considerations do not go to the root of the 
main problem as to what determines the share 
of the social product that goes to labour as a 
whole. Explanation of the factors regulating 
relative wages does not inform one of the principles under- 
lying and determining general wages. As stated above, a 
solution to the latter question would help in a solution of 
many of the difficulties presented by the former. Analysis 
of the main problem, however, would involve inquiry into 
the whole of the economics of distribution, and this would 
demand far wider treatment than can be afforded in these 
pages. It is only possible to outline the several attempts 
at an explanation of wages, not in order to present a proper 
account of these theories, but merely to indicate the many 
aspects of the problem. It will be seen that while a 
particular theory is rejected on this or that ground, there 
may still remain in it an important element of truth which 
no final theory can afford to ignore. 

An early wages theory was that the reward of labour 

tended to equal the sum necessary to procure 


General 
Wages. 


The the means of bare subsistence. By this was 
Subsistence ee 

Theory of meant the minimum amount necessary to 
Wages. keep the worker in physical efficiency, to- 


gether with the irreducible amount required 
to bring up a family of producers-to-be. The subsistence 
theory was in vogue among the Physiocrats and the 
Classical School, and was restated about the middle of last 
century by German socialists. It became known as the 
Iron or Brazen Law of Wages. Influenced by the 
Malthusian doctrine, it assumed an almost automatic 
expansion or contraction of population. Should the wage 
move above subsistence level the workers would have 
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more children, and the ultimate competition for employ- 
ment would force wages down. Should the wage fall below 
subsistence level, population would diminish and wages 
would rise. 

The subsistence theory appears to be partly borne out 
by the record of such countries as India and Egypt, but 
it does not offer a satisfactory explanation of conditions in 
Europe and the “ new”’ countries. Real wages in Britain 
have considerably increased during the last hundred years. 
What used to be considered a comfort or even a luxury 
may now rank among the conventional necessities of life, 
and be included in the “subsistence”’ estimate. The 
assumption that population automatically increases with a 
rise in wages is not warrantable in all cases, for together 
with a rise in real incomes there has been on the average 
a pronounced falling-off in the birth-rate. 

The theory is further disproved by the action of trade 
unions, which have undoubtedly helped in raising the 
wage-earners’ income. Nor does it account for the dispari- 
ties in wages among different classes of workers, whose 
“‘ subsistence ’’ cannot be said to vary in the same degree 
as their wages. But the most serious drawback to the 
subsistence theory is its failure to recognise the importance 
of demand in determining the rate of payment. The pro- 
ductivity of labour necessarily has great bearing on its 
remuneration, and no theory working from the supply side 
only can give a satisfactory explanation of values in general, 
or of wages in particular. 

Yet the element of truth in the theory must not be 
overlooked. It cannot be denied that, in the absence of 
any resisting power, the wages of labour may drop to bare 
subsistence level, or, for a period, even below. The con- 
ditions of labour early in the 19th century were such 
as to give the theory more than a semblance of truth. 
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Even at the present time the wages of many workers 
are little, if at all, above the minimum necessary to pro- 
vide a bare existence. The subsistence theory of itself 
is not a correct explanation of the forces determining 
wages. But obviously the rate of wages cannot per- 
manently be below subsistence. The minimum level has 
therefore been indicated. The maximum has yet to be 
considered. 

With the Industrial Revolution the importance of capital 
as a factor of production increased enorm- 
ously, and certain economists, in their desire 
to recognise the added significance of capital, 
tended to magnify its realimportance. J. S. Mill developed 
a theory of wages which stated in effect that the reward of 
labour was paid out of “ circulating ’”’ capital, that there 
was a pre-determined fund from which the workers could 
be paid. This fund constituted the demand for labour. 
The number of labourers composed the supply of labour, 
and any increase in the number of workers would eventu- 
ally reduce the share going to each. (The influence of the 
Malthusian doctrine of population was therefore still 
marked.) ‘“‘ Wages depend mainly upon... the proportion 
between population and capital... Wages not only depend 
on the relative amount of capital and labour, but cannot, 
under the rule of competition, be affected by anything 
else. Wages, meaning of course the general rate, cannot 
rise but by an increase in the aggregate funds employed in 
hiring labour, or a dimunition in the number of competitors 
for hire ; nor fall, except either by a dimunition of the funds 
devoted to paying labour, or by an increase in the number 
of labourers to be paid.’’* 

According to this theory, an increase in wages for a 
particular class of workers would only be possible at the 

*Principles of Political Economy, Bk. II., Ch. XI., § 1. 


The Wages 
Fund Theory. 


54 THE WAGES OF LABOUR. 


expense either of other people’s wages or of profits. An 
increase in wages in one industry would attract new labour 
from other industries, and thus, by the greater competition 
for employment, would force the wages down again. Or 
a fall in wages would be caused when the alleged in- 
crease in population, following the better standard of 
living, increased the number of competitors for employ- 
ment. An increase in all wages would be entirely at the 
expense of profits. Consequently it used to be argued that 
if by trade union or other action wages were increased, 
other workers would suffer, or, if the increase came out of 
profits, capital would be driven out of the industry, the 
demand for labour would fall in consequence, and wages 
would be reduced to the original level. The wages fund 
theory therefore was as pessimistic as the subsistence theory 
to which it shows a certain resemblance. 

This theory, which Mill himself renounced in later years, 
is now generally abandoned, though one frequently comes 
across echoes of the belief that an increase in the wages of 
one class of workers must necessarily be at the expense of 
other workers. That this is true in particular circum- 
stances is not denied. The main criticism of the theory 
is that it ignores the possibility of increased wages leading 
to greater efficiency, either in the worker himself or in the 
organisation of the business, and therefore to a greater 
output. It confuses the expenses of labour with the real 
cost of labour. Extra remuneration may come, not from 
other people’s wages or from profits, but from greater 
productivity. Experience of the Trade Board system has 
shown that the better wages have in some cases improved 
the physique and efficiency, and therefore the output of the 
worker ; in other cases they have impelled the employer to 
re-organise the methods of production and cut down waste 
to a minimum. 
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Even where the increase in wages comes out of profits, 
the assumption that capital will be driven out of the in- 
dustry is not always true. Firstly, capital is not so mobile 
as the theory assumes, some forms being almost impossible 
to divert to other uses. In the long run, however, if the 
rate of profits fell below normal the absence of fresh in- 
vestment would bring about a shortage of capital in the 
particular industry. But, secondly, where the profits have 
been above normal, wages might be increased at their 
expense, yet leave sufficient inducement for new capital to 
be invested, provided that the encroachment on profits 
does not bring the rate below that prevailng in other 
industries of a similar character. Thirdly, the addition to 
the wages bill may be made up by raising the price of the 
product. The extent to which the ultimate burden falls on 
the worker himself depends on the character of the article. 
Obviously a rise in the price of wheat consequent on higher 
wages would rebound more on the workers as a class than 
an increase for the same reason in the price of motor cars. 
Through increased prices the non-wage-earning classes can 
bear, and have already borne, part of the incidence of 
higher wages. 

The theory is fallacious in assuming that increased wages 
inevitably cause an increase in population ; this is contrary 
to general experience. It also assumes falsely that better 
wages in one trade cause a flow of labour from another ; 
labour is not so mobile and adaptable as is here implied. 
Further, the wages fund theory as a complete explanation 
is disproved by actual experience. Wages may be higher 
in “new” countries, where the amount of capitalis relatively 
small, than in “ old”’ countries, where capital is plentiful. The 
average rate of wages is higher in the United States than 
in Great Britain, not because there is a greater capital fund 
there than here, but for several other reasons, prominent 
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among which is the superior organisation and productivity 
of industry. Experience further shows that profits and 
wages have frequently risen together, and not one at the 
expense of the other as this theory would suggest. 

Where goods are being continuously produced under 
steady conditions, it may be argued that the capital 
available for the payment of wages in the present is the 
money received for identical goods produced in the past 
and now being sold. To this extent the wages fund theory 
is true. But many new goods are daily produced in antici- 
pation of a market without a corresponding inflow from 
the sale of other goods, and the wages are an advance 
payment based on the estimates of future sales. Of course 
the money used for paying the wages is regarded as capital, 
but the essential fact is that the amount of capital is not 
necessarily pre-determined by past production. 

Bank credits play an increasing part in financing industry, 
and the fund of capital becomes extremely elastic. A wages 
fund which can be expanded according to the prospects of 
future sales ceases to be the fixed fund laid down in this 
theory. The amount of capital available is of great im- 
portance in the initiating and conducting of production, and 
therefore in affecting the wages of labour. But the state- 
ment that the amount of wages to be paid is determined in 
advance by the stock of capital representing past production 
cannot be accepted. 

Some writers have attempted to explain the nature of 

P wages on the ground that labour was the 
pre rae residual claimant on the national dividend, 
Theory. 7.e. it received what remained after rent, 

interest, profit, and other charges had been 
paid. Jevons, for instance, stated that “ the wages of a 
working man are ultimately coincident with what he pro- 
duces after the deductions of rent, taxes and the interest 
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on capital.” But rent, interest and profit are not fixed 
quantities, as the theory would imply. Indeed, profit and 
rent are more akin to residual elements than wages. 
Obviously a residual theory that can be applied to more 
than one of the factors of distribution is unsatisfactory. 
The theory is significant, however, in that it recognises 
the importance of productivity. It is not so pessimistic as 
the earlier theories, since it allows for a positive improve- 
ment in the share going to labour, provided that the 
efficiency of the workers and of industry in general is 
improved. 
The productivity theory breaks away from the concep- 
; tion of a fixed fund, and regards the several 
rain types of income (wages, rent, interest and 
Theory. profits) as flowing from a continuous stream, 
the volume of which varies with efficiency 
and output. The employer is supposed, under perfect 
conditions, to make use of the different factors of pro- 
duction in those proportions which will render the maxi- 
mum net gain. Free competition and mobility being 
assumed, each factor of production tends to be rewarded 
according to its specific contribution to the total product. 
The marginal theory of value* is applied to the reward 
of labour. It is submitted that the value of a man’s 
services is determined in a similar manner to that govern- 
ing the value of material goods. According to this theory, 
the wages of a given grade of labour tend to equal the net 
product of the marginal labourer, 7.e. the specific output, 
after deducting all interest and similar charges, of the 
labourer whom it is just found profitable to employ. 
The reasoning may be briefly indicated. An employer is 
* No attempt can be made in these pages to enter into the marginal 


theory of value. For a full exposition of this important doctrine, 
see Marshall, Principles of Economics, Book V. 
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endeavouring to secure the maximum net profit. For 
simplicity, let it be assumed that the price of the article he 
is selling is fixed not by, but for, him through the play of 
competition ; similarly, that competition determines for him 
the price that he has to pay for the labour, capital and land. 
The profits of the employer are represented by the difference 
between the price he pays for these factors of production 
and the price he receives for the product. He finds that 
different combinations of the three factors give him varying 
net returns. Using a little more capital (e.g. machinery) 
and a little less labour may give him a higher—or a lower 
—net return than using less capital and more labour. 
Obviously the most efficient employer will be the one who 
secures the most perfect combination of the factors. The 
employer regards labour, land and capital merely from the 
standpoint of what they are respectively worth to him, and 
their prices are determined by their specific productivities. 
If the worker is paid less than the value of his product, 
competition among the employers is supposed to bring the 
wage up to the level; if he is paid more, competition 
among the labourers is depended upon to bring the wage 
down to that level. 

The employer, in his desire to obtain the most economical 
combination, pays regard not only to the specific product 
derived from all the labour, all the capital, and all the land 
that he uses, but (according to this theory) to the differences 
in the net product that are attributable to the addition or 
subtraction of small units of each of the factors. Thus is 
introduced the conception of “ the little more or less ” that 
is characteristic of the marginal theory. 

Suppose the employer finds that by engaging relatively 
more labour he secures a net increase in output over 
and above his extra outlay. He continues to take on 
workers but finds that at a certain point the net product 
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per man begins to decrease in value. The explanation of 
this decrease is afforded by the increased supplies of the 
product in the market, or by an actual decrease in the 
amount produced per head, or by the operation of both. 
(A reduction in output per head does not in this case mean 
that the men vary in efficiency, for they are all of the same 
grade and capable of doing the same work. The reason 
might be simply that the point of maximum returns of the 
firm has been reached, after which diminishing returns* 
begin to operate.) The employer will go on engaging men 
until he reaches the “point of indifference,’’ where the 
addition of another man adds nothing to the gain. If he 
employed labour beyond this point, he would be paying more 
than it is worth to him. If he stopped employing before 
reaching this point, he would not be reaping the maximum 
advantage. 

If there is perfect competition on both sides, the em- 
ployer will pay a wage to all the workers in the grade equal 
to the net productivity of the worker whom it just pays to 
employ. The workers in the grade are by hypothesis 
“identical and interchangeable,” they are all of equal 
efficiency, and an increase or decrease in the marginal 
product is not attributable to variations in the application 
and energy of the individual workers in the grade. The 
marginal worker is as efficient as all the others ; indeed, 
any one of the workers in the grade might be termed the 
marginal labourer.t The wages of the grade, therefore, 

* Cf. above, p. 32. 

{t This may be illustrated by analogy with the voters at an 
election. Suppose the successful candidate was returned by a 
majority of only one vote. Possibly an individual who voted for 
him just as a polling booth was closing would claim that it was his 
vote that returned the candidate. But ifthe latter polled 15,000 


votes altogether, any one of this number could equally be termed 
the decisive vote for they are all “ identical and interchangeable.” 
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tend to be measured by the value of the product of the 
marginal labourer. 

Considerations on the supply side of labour must also be 
taken into account. The “ cost of production ”’ of labour, 
1.é. the cost of rearing and training labour of different kinds, 
is an important factor in influencing wages, though care 
must be taken not to magnify the influence of this cost. 
Though a larger sum of money is spent in the training of 
an engineer than in the case of an unskilled artisan, the 
relative remunerations are out of all proportion to the 
respective initial outlays. The cost of training a teacher is 
higher than that spent on a mechanic, yet the latter may 
earn a bigger income than the former. Productivity to the 
employer, rather than the cost of producing the labour, is 
the principal consideration, though limitation in the supply 
of labour due to high cost of training will serve to force up 
the marginal product and therefore the wages. 

The wages paid in a trade influence the amount of 
labour forthcoming, especially over a long period. If the 
wages in a particular occupation are relatively high, the 
supply of labour entering that occupation will tend to in- 
crease, and eventually bring about a reduction in the value 
of the marginal product, and therefore a decline in the rate 
of payment for labour. If the wages are low, the supply of 
labour will over a period fall off, thus tending to raise the 
value of the marginal product and consequently the wages. 

Again, in a new country where labour is scarce in relation 
to land, men will be employed only where their produc- 
tivity is comparatively high. Capital goods will assist in 
the performance of those tasks on which it would not be 
profitable to engage labour working alone. In a country 
where the supply of labour is plentiful in relation to land 
and capital, it is found possible to employ labour on less 
productive work than would be economical in the first 
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country described. This, coupled with differences in the 
efficiency of industrial organisation, helps to explain why 
wages are higher in some countries than in others. 

The marginal productivity theory, of which the above is 
a very incomplete exposition, may be equally applied in 
principle to other forms of distribution. The different 
grades of labour are theoretically regarded according to 
their respective marginal productivities. And in theory, 
interest, rent and profits as well as wages are determined 
in a similar manner, each factor of production tending to 
be rewarded according to its marginal contribution to the 
total product. 

Some writers* slightly modify the marginal productivity 
theory of wages by introducing the idea of a discount. The 
period between the commencement of production and the 
receipt of the money for the finished article is usually much 
longer than the worker can afford to wait for his wages. 
The employer advances the “ present worth” of the 
worker’s specific product. Thus wages tend to equal the 
marginal product, minus the discount claimed by the em- 
ployer for paying out the wages in advance of the sale of 
the product. 

The marginal productivity theory approaches nearer toa 
complete explanation of wages than do the previous theories, 
but on account of the peculiarities attaching to the demand 
for and supply of labour it cannot be regarded as a final 
statement. “Specific productivity’ would require that 
the respective outputs of labour and capital are separable 
and measurable to a degree greater than is actually pos- 
sible. An employer by adjusting the proportions of capital 
and labour may find that the addition of a given amount of 
one or the other may result in a certain amount of extra 
product. But as labour and capital are acting in conjunc- 

* E.g. Hadley and Taussig 
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tion, capital being useless without labour, and labour 
increasing its productivity by the use of capital, it is hardly 
correct to speak of a specific product accruing to either. 

Further, the theory assumes a condition of perfect com- 
petition, the absence of which in real life renders some 
qualification necessary. An employer may be able to give 
a higher wage than he is actually paying. But unless he is 
compelled by the competition of other employers, or by trade 
union action, to pay the maximum possible, he may con- 
tinue to give much below the value of the “ specific 
product.” To say that an employer can pay more does not 
necessarily mean that he will pay more. The theory takes 
no note of differences in bargaining strength, and assumes 
a perfect knowledge and mobility on the part of labour. 
But here again the conditions are not borne out in practice, 
“economic friction’’ being particularly marked. The 
worker may be too weak in bargaining power to secure his 
due. Or he may be producing value considerably in excess 
of his wage, yet be in ignorance of the fact. Or he may, 
for sentimental or other non-economic reasons, prefer to 
carry on with his old employment though he is offered a 
better wage elsewhere. 

The marginal productivity theory overcomes many of the 
difficulties that confronted the subsistence and the wages 
fund theories. It is more optimistic in that it permits of 
a permanent addition to the wages of labour. It does not 
fear an automatic increase in population, with its greater 
competition for employment and the resultant fall in wages. 
Indeed, it recognises that an increase in population may 
facilitate a further division of labour and thus improve the 
net output per individual. Nor does it fear the restriction 
of a capital fund; it shows that wages are paid on an 
estimate of future sales, and are not pre-determined by a 
fund consisting of goods produced in the past. Though its 
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assumption of perfect mobility cannot be allowed, it ex- 
plains better than the other theories why wages in one trade 
are higher than in another. The problem of relative 
wages is settled in so far as differences in remuneration are 
due to differences in the marginal productivity of the re- 
spective workers. Wages in one district or country may 
be higher than elsewhere for a similar reason. 

This very brief review shows that no theory has yet been 

submitted which satisfactorily explains the 
General nature and principles of wages. And, as pre- 
Conclusions viously suggested, it is doubtful, having 
on the 
Theory of regard to the character of the problem, 
Wages. whether any final theory can ever be univer- 

sally accepted. The critics of the wages 
system repudiate altogether the possibility of a “law ”’ of 
wages ; they claim that the whole system is artificial and 
morally indefensible, and that a reasoned scientific law of 
wages cannot therefore ever be formulated. 

From the examination of the several influences on wages 
however, it is possible to infer some general tendencies, 
even if these cannot be crystallised into an exact scientific 
law. The subsistence theory emphasised the fact that 
wages cannot fall for long below the sum necessary to 
maintain bare physical efficiency. While recognising that 
“subsistence ”’ is a somewhat elastic term, one may regard 
it as providing the minimum. The marginal productivity 
theory showed that, under free competition, wages tended 
to equal the productivity of the marginal worker. In 
practice the employer may pay less than this amount, but 
he will not, in a competitive system, pay more. Thus 
marginal productivity sets the maximum. 

As the efficiency of the worker and the organisation of 
industry improve, the level of productivity rises. Although 
there is a constant advancement in what the worker regards 
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as “‘ subsistence,”’ it would seem that the rate of produc- 
tivity per worker is increasing in a still greater proportion. 
Thus the difference between a man’s subsistence level and 
his productivity tends in a progressive country to become 
wider. The extent to which the actual rate of wages rises 
above subsistence level depends largely on the supply of 
the particular labour relative to the demand, and on the 
bargaining power of the workers and employers. 

It may be generally stated therefore that the vate of wages 
tends, under free competition, to equal the marginal produc- 
tivity of the worker. But, as free competition ts rarely 
encountered in everyday life, the wage may fluctuate anywhere 
between the maximum set by the worker's marginal productivity 
and the minimum set by his cost of subsistence, the actual rate 
being determined largely by the bargaining powers of the 
workers and employers respectively. 


CHAPTER -IV, 
THE WAGES OF LABOUR (continued). 





§ 1. THE STANDARD OF LIVING. 


It has been shown previously that poverty is a relative 
term, and that it is impossible to lay down a 


Beaton universally accepted definition. In the same 
Standard. way, it is extremely difficult to define what is 


meant by the standard of living, for this varies 
from individual to individual, from class to class, and from 
country to country. The standard of life is said to be 
higher in the United States than in Britain. This implies 
a standard for a whole society. On the other hand, the 
standard of life of the doctor is said to be higher than that 
of the skilled mechanic, the standard of a skilled mechanic 
higher than that of the general labourer. These represent 
standards of life for different groups within a society. The 
first type of standard is governed mainly by the natural 
wealth of the country, the number and efficiency of the 
population, and the stage of industrial organisation. The 
second type is determined largely by the power of the 
respective groups in competition for their share of the 
social product. Unless stated to the contrary, the term is 
usually taken to refer to a group. 

“ Standard of living ” is an elastic phrase, and care must 
be taken not to stretch its meaning too far. A solicitor 
may spend five times as much as his clerk—but is his 
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“standard ” necessarily so many times greater? A man 
who has regularly lived up to an income of several thousands 
a year might claim that to be his “ standard ’’—but in such 
cases the term becomes farcical. 

A distinction must be drawn between a standard of life 
actually found and a desirable standard which would 
provide the amount necessary to ensure decent comfort 
and a wholesome manner of living. It is generally agreed 
that the standard of living should be distinctly higher than 
a bare subsistence income. This view is positively stated 
in the Report on Wages and Conditions of Employment of 
Dock Labour, 1920: “ The true and substantial case pre- 
sented by the dockers was based upon a broad appeal for 
a better standard of living. What is a better standard of 
living? By this is not meant a right to have merely a 
subsistence allowance, in the sense of keeping the soul and 
body of the worker together, but a right to have life 
ordered upon a higher standard, with full regard to those 
comforts and decencies which are promotive of better 
habits, which give a chance for the development of a 
greater sense of self-respect, and which betoken a higher 
regard for the place occupied by these workers in the 
scheme of citizenship ...In the opinion of the Court the 
time has gone past for assessing the value of human labour 
at the poverty line.’’* 

This definition of the standard of life does not pretend to 

be absolute ; it does not specify the amount 
The Standard of necessaries and comforts requisite for the 
erate ae particular group. The estimates placed be- 
Wages. fore the Court of Inquiry as to the actual cost 
of maintaining such a standard varied con- 
siderably. The workers presented a figure of £6, the 


* Report, § to. 


STANDARD OF LIFE AS A BASIS OF WAGES. 67 


employers a figure of £3 13s. 6d. out of London and 
£3 17s. in the London area, these figures being based on 
a family of a man, wife and three children. Dr. Bowley 
supported the latter figures, while Sir Leo Chiozza Money 
put the poverty line as high as £5 3s. The workers claimed 
a minimum daily wage of 16s. Owing to the fact that 
the docker on the average could secure work for only 
eight half days out of the eleven, the 16s. per full day 
claimed would work out at £3 4s. a week. The Court 
recommended that the standard of 16s. per day be 
adopted.* 

The size of the family is very important in these cal- 
culations. The figure for a man, wife and three children, 
(none of the children being yet old enough to contribute to 
the family income) represents on the average the period in 
the life of a family when the net expenses are heaviest. 
Where there are five or six children altogether, the older 
ones may be earning something. “A minimum...so 
fixed is one under which a bachelor workman at the one 
end of the scale, and a workman with one or two of his 
family in employment at the other end of the scale, would 
stand very largely to gain.”’t 

The question of payment according to need arises in 
other departments of the subject, notably in the relation 
between men’s and women’s wages dealt with at greater 
length in Ch. V.{ It is sufficient for the present to state 
that productivity and not need is the basis of remuneration 
in the wages system. And if wages for the same task were 


* Report, §§ 12 and 45 (1). 

{ Ibid., §§ 11. It should be noted that this so-called average 
family of man, wife and three children is by no means typical 
of a large proportion of the population. 

t For further consideration of the correspondence between occupa- 
tional rates and relative efforts and needs, see below, pp. 141-2. 
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differentiated according to need, the cheaper labour would 
tend to receive preference, and workers with the most 
dependants would find it harder than ever to secure 

employment.* 
During and since the war, wages have been fixed for a 
large mass of the population on a “cost of 


Obiogtons to living” basis. A certain sum varying from 


Standard. trade to trade is taken as the basis, and the 

wage moves above or below this according 
to the rise or fall of the Ministry of Labour’s Cost of Living 
Index Number.t 


* One way of avoiding unfair discrimination between workers with 
different family needs would be the adoption of a plan, under which 
the employer is compelled to pay so much per worker into an 
“ equalisation’ fund, from which grants would be paid to the 
workers in proportion to their family obligations. The actual wage 
would be the same, whether there were many dependants or none 
at all. This and similar methods have been adopted in France 
and other Continental countries. See below, pp. 144-5. 


; The Index Number represents the level of prices or the purchas- 
ing power of the money for one period as compared with another. 
The year 1900 is often taken as the standard, but for purposes of 
comparison between pre-war and post-war prices, the year previous 
to the war is usually adopted. The index number for the standard 
year is said to be 100; if at any other time prices have risen by 
(say) 25 per cent., the index number is 125 ; if they have fallen by 
25 per cent., the index number is 75. Thus the Cost of Living Index 
Number in November 1920 was 276, July 1914 being taken as the 
basis ; i.e., prices of articles entering into ordinary consumption had 
risen by 176 per cent. since the outbreak of the war. Index Numbers 
may be calculated for different purposes ; a figure constructed for 
the purpose of adjusting wages will not necessarily be satisfactory 
for measuring price movements in the world market. A Cost of 
Living Index Number, if it is to be satisfactory, should be based on 
retail prices. Wholesale prices, however, though they are more 
determinate for a large area than are retail prices (which often vary 
from street to street), are more responsive to changes in market 
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Reductions in wages on this scale have caused grumbling 
on the part of some of the workers affected, who contend 
either that the Index Number is not properly constructed, 
or (which is a more reasonable contention) that the price 
reductions on which the change has been affected have not 
in their particular case materialised to the extent indicated. 
But no Index Number can be equally applicable to every- 


conditions, rising and falling more quickly than retail prices, 
which are comparatively rigid in a short period. 

In the construction of the Cost of Living Index Number, with 
which the discussion in these pages is primarily concerned, a large 
number of commodities that enter into daily consumption are taken, 
and these are so selected as to be as representative as possible of the 
different types of articles consumed. Some articles enter into 
ordinary consumption to a greater extent than others. If the price 
of each commodity were reckoned as 100 for the standard month or 
year, and the rise or fall in general prices were calculated on this 
basis alone, the result might be very misleading, for a 50 per cent. 
drop in the price of an article of secondary importance would exactly 
balance a 50 per cent. rise in the price of an absolute necessity. 
“ Weights ”’ are therefore added to the several articles in proportion 
to their relative importance, and a truer index number is thereby 
attained. 

Suppose, for example, that the average family spent five times as 
much on a given foodstuff as on a given article of clothing. The 
price of the foodstuff rises by 25 per cent.; that of the article of 
clothing falls in the same period by 25 per cent. In the absence of 
“ weights,”’ the increase in the one balances the fall in the other, and 
the index number is not affected. Thus in the first period, Foodstuff 
= 100, Clothing = 100, Average = 100; in the second period, Food- 
stuff = 125, Clothing = 75; Average = 100. Butif the “ weight” 
of 5 is added to the foodstuff, one gets in the first period, Foodstuff 
= 500, Clothing = 100, Average (of six units) = 100; in the second 
period, Foodstuff = 625, Clothing 75, Average (of six units) = 117 
(approx.), Obviously the second result is a more correct index 
of the movements in prices as affecting the average family. 
The “ weighting ” principle is applied to all the articles that provide 
the basis for the cost of living index number, 
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body, for family budgets, even where the incomes are 
identical, vary considerably. The Index Number must 
necessarily be an average. A rise in money wages nomi- 
nally to cover the higher cost of living may in the case of 
some families bring an increase in veal income. On the 
other hand, a fall in money wages nominally in proportion 
to the reduced cost of living may in certain instances cause 
a fall in veal incomes. The family whose budget does not 
approximate to the average of the group must necessarily 
gain or lose slightly by the periodical adjustments. How- 
ever comprehensive and intricate the calculations, and 
whatever “ weights” are attached to the different articles 
taken into account, the result cannot be applied equally to 
all families with the certainty that the incidence every- 
where will be the same. 

The real objections to a sliding-scale principle, however, 
are more fundamental. A wage moving up or down witha 
Cost of Living Index Number is designed to fix the standard 
of living for a particular group. Many critics insist that 
the standard of living should be a progressive one. They 
maintain that the mere safeguard against a fall in real 
incomes is not enough, that the acceptance of a sliding- 
scale principle will stereotype the workers’ incomes, and, 
following the increases in real incomes during the last 
hundred years, will in effect be a retrograde step. (On the 
other hand, there is nothing to prevent the workers from 
striving for an increase in the basic rate.) 

They object further to the classification of the people 
into different groups, and the standardisation of their 
respective incomes. The presumptive right of one set 
of wage earners to have a higher standard of living than 
another, perhaps to the extent of a hundred per cent. or 
even more, is strongly disputed. The acceptance of this 
principle of wage adjustments, it is held, tends to give 
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permanence to what would otherwise be a temporary 
classification. 

A criticism sometimes put forward is that the adjust- 
ment of wages entirely on a cost of living basis is not 
altogether consistent with true economic principles. In so 
far as a man’s wages are ultimately based on his produc- 
tivity, calculations on a cost of living basis may lead to 
some anomalies, and even impossibilities. Let it be sup- 
posed, for simplicity, that when the rates for two trades 
were first determined, they measured approximately the 
respective productivities of the two sets of workers. With 
the lapse of time, one trade, owing to change in demand or 
other circumstances, may become relatively more produc- 
tive than the other. If bargaining is free, wages will tend’ 
to rise in the more productive trade, not at the expense of 
the workers in the other occupation, but out of the extra 
goods produced. But if wages automatically followed 
movements in the cost of living, some of the workers 
would be deprived of what is legitimately theirs. 

The converse also is important. A trade might decline 
in relative productivity, and find itself unable to pay the 
same wage as before. Insistence upon the wage based 
only on the cost of living might in such circumstances 
lead to unemployment. 

In practice, therefore, the cost of living principle should 
not and cannot be strictly adhered to. Workers who find 
that their industry is able to bear a higher rate of wages will 
press for an increase over and above the existing rates ; 
while employers who find that changed conditions make 
the old rates of pay impossible press for a reduction. The 
sliding-scale is of value in the absence of a better method, 
especially in emergency periods like war and post-war 
years, but it is entirely inadequate as a permanent system 
of determining wages. 
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The low standard of living and the inadequate labour 
organisation in many foreign countries neces- 
Competition sarily have some effect on the wages paid in 
aie the United Kingdom. This has led some 
Abroad. people to argue that while such conditions 
prevail abroad, the wages of workers in this 
country cannot be raised to any appreciable degree, for 
any increase in the cost of production here must be 
followed by orders going abroad and therefore by un- 
employment at home. While it would be foolish to 
ignore the under-cutting of prices due to sweating abroad, 
the danger is not so great as many believe. The possi- 
bility of raising or maintaining a level of wages at the 
expense of surplus profits has been noted above in the 
theoretical consideration of wages. Better management 
and superior organisation may raise the rates of wages and 
increase foreign trade. It is the real cost, not the expenses, 
of labour that helps to govern the cost of production ; 7.e., 
the money outlay on wages may be relatively high, but the 
greater efficiency of the worker and of the general organisa- 
tion may cause the net cost per unit of output to be 
relatively low. The United States, the most formidable 
competitor of Britain, pays considerably better wages, and 
does so, not because the employers are more philanthropic, 
but simply because it is good business. The economy of 
high wages is more recognised in America than in this 
country. 

Examination of the theory of international trade does 
not come within the province of this book, but it can be 
shown that labour and material resources tend to flow into 
those channels in which they are put to the greatest relative 
advantage. Individual firms may find their foreign 
markets dwindling, and attribute their loss to the compara- 
tively high wage they are paying. But it is sometimes 
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found that the competition comes not only from the foreign 
firms, but from the rival concerns in the same industry at 
home, which by better knowledge and organisation are not 
only building up a good foreign connection but may be 
paying their employees more than the firms first mentioned. 
While one firm’s exports are declining, a rival manufacturer 
in the same country may increase his exports to an even 
greater degree. 

It may happen that, owing to changed economic con- 
ditions, the total export of a particular commodity may 
decline. But before attributing the blame to wages, it 
should be ascertained whether other branches of industry 
have not gained in at least equal degree. It is often 
found that foreign trade as a whole increases, though a 
particular section of it declines in actual volume. 

That sweated conditions abroad are a menace to 
workers in the home country cannot be denied. But their 
influence is liable to exaggeration, and, in any case, the 
remedy is mot to reduce the better-paid employees to the 
level of the unfortunate workers abroad, but to strive by 
means of international organisations to raise the wages and 
status of the foreign labourer.* 


§ 2. THE Minimum WAGE. 


Though hours and conditions of labour have been subject 

a to State regulation for over a century, it is 
Wace only in recent years that attempts have been 
Legislation. made to impose minimum wage rates by 
legislation. Trade unions were depended 

on almost entirely in the nineteenth century for raising 
the remuneration of the workers, and while they are 


still the principal means of effecting such improvements, 


* Cf. Pigou, Economics of Welfare (1920) pp. 793-795- 


74 THE WAGES OF LABOUR. 


reliance is being placed in an ever increasing degree on the 
action of the State. A low rate of wages may be in 
itself a reason for the absence of a trade union, as the 
workers cannot afford even a copper or two for contribu- 
tions. The higher a man’s wages, the greater his 
reserve for fighting for still better conditions ; the lower his 
wages, the less opportunity he has for effective organisation. 
In some industries, collective bargaining is made still more 
difficult by the fact that the employers are scattered and 
ill-organised, as, for example, in clerical and agricultural 
occupations. 

Rates of wages may be influenced directly or indirectly 
by the public authority. This may be done indirectly by 
such means as “ fair wages clauses,”’ under which employers 
are given public contracts on condition that they pay not 
less than the district rate of wages. Some municipal 
authorities go further, and stipulate that contractors pay 
such wages not only to the workmen actually engaged on 
the public work, but to all workers in their employ. Or the 
State may indirectly help to maintain an established rate of 
wages through the Unemployment Insurance Scheme, 
whereby an unemployed person is not compelled to accept 
work offered to him (under the threat of losing benefit 
pay) if the rate of pay is below the standard. 

The State and local authorities may influence wages 
directly by giving standard rates to workers in their own 
employment, and this must influence indirectly the rates 
paid elsewhere. Another way in which the State may 
directly influence wages is by ratifying voluntary agree- 
ments ; this has been done in New Zealand and Australia. 
Or it may decide rates by arbitration and enforce them 
by law, which method has also been attempted in Australia. 
Or it may set up wages boards to fix rates for particular 
trades ; such is the policy adopted in this country under 
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the Trade Boards Acts. Finally it may fix a national 
minimum below which, with certain exceptions, it is illegal 
to employ anybody. This plan has been attempted in 
parts of Australasia and in some American States but 
has not worked satisfactorily, as the rate has usually been 
too low to perform any useful service apart from the pro- 
tection of child labour. The different methods of public 
regulation of wages are briefly reviewed in this section. 

The earliest attempt at State regulation of wages on 

any appreciable scale was in New Zealand, 
ten where in 1894 the State was empowered to 
Abroad. establish a court of arbitration and to enforce 

its awards. Compulsory arbitration was sub- 
sequently provided for in Victoria (1901), West Australia 
(1902), the Commonwealth (1904), South Australia and 
Queensland (1912). Compulsory arbitration has encoun- 
tered strong opposition from the trade union movements. 
As this legislation, however, was designed as much with a 
view to securing industrial peace as to regulating wages, 
further consideration may be delayed until later.* 

Besides this method of fixing the remuneration of labour, 
wages boards were set up, first by Victoria in 1896, 
followed by South Australia, Queensland and Tasmania. 
These wages boards, comprising representatives of the 
employers, the workers and the State, were established for 
particulartrades. Different from the courts of arbitration, 
their decisions were not binding on both parties, and the 
workers if dissatisfied were left free to press for higher rates. 
In recent years the wages board system has extended both 
geographically and in its scope ; in some of the Australian 
States practically every trade has its wages regulated by 
such boards. In New South Wales, however, about half 


* See below, pp. 184-5. 
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of the workers are covered by State awards in arbitration 
courts.* 

The standard generally taken by Australian legislators is 
that of the living wage. West Australia, for example, in 
Ig12 required the minimum to be “sufficient to enable the 
average worker to whom it applies to live in reasonable 
comfort, having regard to any domestic obligations to 
which such average worker would ordinarily be subject,” f 
?.e. more than a subsistence wage. The New South Wales 
Arbitration Act (1918 Amendment) provides for the annual 
determination of the general minimum living wage by 
reference to cost of living statistics. In Tasmania and 
Victoria the standard formerly taken was the wage paid 
by “ the reputable employer,” but this method was found 
unsatisfactory and thereforeabandoned. Recent attempts 
at Commonwealth legislation for the maintenance of chil- 
dren (1919) and the endowment of motherhood (1921), 
although not yet successful, show that increasing attention 
is being given to the question of a family wage. Since it 
is not practicable to depart from the flat rate, and enforce 
differential rates of payment according to the number of 
dependants, State subvention is proposed to permit the 
real income to rest on a family basis. 

The regulation of wages is also provided for in Canada, 
where, however, the legislation is concerned more with the 
settlement of industrial disputes. In some parts of the 
United States legal minimum rates have been laid down, but 
they apply only to women and young persons, adult male 
workers being so far unprovided for. The District of Colum- 
bia passed a minimum wage law in 1917, but the United 
States Supreme Court declared it unconstitutional in 1923. 


* Seearticle by P. H. Douglas in Quarterly Journal of Economics, 
Vol. 37. 
{ Industrial Arbitration Act, 1912, No. 57, § 84. 
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Following a public outcry against sweating in this country, 
the first Trade Boards Act was passed 
The British == in 1909. Provision was made for establishing 
Trade Boards AE ; : : 
Acts. minimum rates in the chain-making, ready- 
made tailoring, paper-boxmaking and lace 
finishing trades, where conditions had been exceptionally 
bad. The machinery was a wages board for each trade, 
consisting of an equal number of representitives of 
employers and employed together with neutral State 
“appointed members,’’ who were to compose less than half 
of thetotal number. The Board was to investigate the con- 
ditions in the particular trade, and formulate minimum rates 
of wages, its decisions being enforceable by law. The pro- 
visions of the Act could be extended to any other trade, and 
in 1913 four additional trades, viz., sugar confectionery and 
fruit preserving, shirt-making, hollow-waremaking, and linen 
and cotton embroidery, were brought within its scope. The 
workers in all these trades had been inadequately organised, 
and were therefore more at the mercy of unscrupulous 
employers than workers in most other occupations. 

The experiment was very successful, and in 1918 the 
Government decided to extend the operations of the Trade 
Boards to many other industries. The Act of that year 
made it possible for Trade Boards to be set up in the non- 
sweated industries, and thus marked a new departure in 
policy. It was framed largely with the object of providing 
wages machinery for all trades that did not possess effective 
means of collective bargaining. Within four years sixty- 
three Trade Boards in all had been established, catering for 
about three million workers. 

There was a certain relationship between the Act of 1918 
and the policy of Joint Industrial Councils so much in 
vogue at the time.* It had been found that improved 

* See below, pp. 188-91. 
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wages in the occupations covered by the Act of rg09 had 
made contributions to trade unions more possible and thus 
had improved the bargaining strength of the workers. One 
object of the Act of 1918 was avowedly to stimulate labour 
organisations with a view to the ultimate establishment of 
Industrial Councils. A further object was to provide a 
brake on the tendency to a too rapid fall of wages follow- 

ing the war. 
The principle adopted in determining the minimum rates 
was not heroic. Though the new wages were 


Method of ae 35? rule considerably above the former rates, 
Tang Trade there was no real attempt to lay down a 
Minima. general standard of life minimum, below 


which no workers in these trades could be 
paid. The policy rather was to fix rates largely in accord- 
ance with what the industry could bear, and the minima 
therefore varied appreciably from trade to trade. The 
rates were for ‘“ ordinary”’ (not “ average ’”’) workers, 
lower wages being permitted where age or other causes 
made a normal output impossible.* Until recently there 
were no differentiated rates according to districts, the wage 
applying equally to workers throughout the trade. Now, 
however, a certain amount of differentiation is possible ; for 
example, the Scottish Aerated Waters Trade Board has 
fixed a lower rate than the English Board in the same 
trade.t 
In the Act of 1909 a minimum time rate was fixed as 
the basis, though power was given to establish a piece rate 
where this was practicable. In some cases the permission 


* To prevent employers from making unfair use of this power, 
some Trade Boards have insisted on a minimum proportion of 
ordinary workers: e.g. the Box-making Trade Board stipulates 
that not less than 85 per cent. shall earn the normal day rate. 

+ Tillyard, The Worker and the State (1923), p. 55- 
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to fix piece rates was made use of. The Act of 1918 
empowered the Trade Boards to substitute a piece-work 
basis time rate for the ordinary time rate. Almost all the 
Trade Boards in those industries where piece rates are 
common have laid down piece-work basis time rates, so 
calculated that the “ ordinary ”’ worker is able to earn 
the equivalent of the day wage. 

The first Act made no provision with regard to hours, 
leaving this matter to the Factory Acts. The Act of 1918, 
however, permitted higher rates of wages for time worked 
in excess of the normal, 48 hours per week being usually 
taken as the standard. Thus the length of the actual 
working week in many trades was indirectly affected. 

In his account of the Trade Board in the chain-making 

industry, Mr. R. H. Tawney* showed that 
cation of the fixing and enforcement of minimum rates 
Boards Acts. were found thoroughly practicable. He 
demonstrated that the minimum rates had 

checked fluctuations both in earnings and in the rate of 
production, trade being steadied by the reduction of the 
practice of piling up stores when wages were low. Piece 
rates during the first few years were shown to have im- 
proved by anything from 19 to 67 per cent. The higher 
wages stimulated the formation of trade unions, which 
were able eventually to improve the rates still further. No 
unemployment appeared to have been caused in this trade 
by the imposition of legal rates, nor was there any 
appreciable alteration in the proportion of chains made in 
the factory and in the home (though should machinery 
ultimately displace hand-labour, it would on the whole be 
more economical). It was found that the improved piece 
rates were met partly by the improved efficiency of the 
worker and the better quality of his work, partly by the 


* Minimum Rates in the Chain-making Industry, 1914. 
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higher price of the product, partly by reduced profits ; and 
to a small extent by the introduction of electric welding 
machinery. 

Fairly similar results were ascertained by the same 
writer’s investigation into the tailoring industry.* As be- 
fore, women’s and men’s wages were considerably increased, 
an impetus was given to trade unionism, and little unem- 
ployment was caused. Employment was _ regularised, 
largely because employers had to pay for the time the 
people spent in the factory whether they were actually 
working or not. The price of clothing had slightly in- 
creased, but this would probably have happened in any 
case, as there had been a continued rise in prices during 
the previous seven years. Some of the employers who 
had given abnormally low wages had lost a certain amount 
of trade, but the better employers had not suffered as the 
efficiency of the workers and the organisation of the firms 
had been improved. 

Another investigatort showed that the effects of the 
Trade Board in the box-making industry closely resembled 
those found in the other industries. An inquiry into the 
conditions of home workers{ affected by the Act demon- 
strated, however, that these workers derived on the whole 
less benefit than those employed in factories and workshops. 
The reasons were mainly the difficulty of inspection, the 
fear of many of the home workers of losing their employ- 
ment if they insisted on the legal rate, and the fact that 
many home workers were not “ ordinary” within the 
meaning of the Act (e.g. the aged), and therefore could 
legally be paid less than the normal minimum.§ 

* Minimum Rates in the Tailoring Industry, 1914. 

+ Bulkley, Minimum Rates in the Box-making Industry, 1915. 

t de Vesselitsky, The Home Worker and Her Outlook, 1916. 

§ The problem of the home worker is further considered in con- 
nection with women’s work and wages, pp. 145-48. 
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A comprehensive survey of the whole of the Trade Board 
system has recently been published,* and the general con- 
clusions bear out those already found for particular 
industries. Wages are shown to have increased, plant to 
have improved in efficiency, trade union membership to 
have grown, relations of employers and employed to 
have improved, and hours of labour to have conformed 
more to the 48 hour rule. 

The writer, however, points out certain defectst that 
might be put right without affecting the essential principle. 
The period allowed between the decision and legal en- 
forcement for lodging objections (now three months) is 
claimed to be too long, as prices may change considerably 
in the meantime. If prices are rising the worker suffers, 
if they are falling the employer may find it impossible to 
pay the scheduled rates when they become legally enforce- 
able. Secondly, it is submitted that the Boards should 
institute more scientific inquiry into the conditions of the 
trade before fixing rates, and not depend too much on 
hearsay evidence. Thirdly, the means of enforcement are 
at present inadequate, and to cope with the evasion—the 
extent of which is by no means negligible—the inspectorate 
and their powers should be increased. Finally, a central 
unifying authority is proposed to co-ordinate the activities 
of the Boards ; the Industrial Court might fulfil this func- 
tion or a Central Trade Board might be instituted. 

The depression in trade soon after the war, and the heavy 

fall in prices, made it difficult, if not im- 
Beennty possible, for some employers to pay the legal 
rates. There is no doubt that a few Trade 
Boards had fixed comparatively high minima, which, in 
view of the inelasticity previously mentioned, created a 

* Sells, The British Trade Board System, 1923. 

{ Ibid., pp. 262 et. seq. 
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difficult situation. Subsequent events, however, showed 
that the deficiencies of the system had been grossly exag- 
gerated. In 1921 the Government set up a Committee to 
inquire into the operation of the Trade Boards, and a 
Report was issued. It is significent that a large proportion 
of the employers who gave evidence supported the principle 
of the Trade Boards, and that the workers and employers 
were often in agreement on the necessary improvements in 
the administration. 

The Committee proposed amendment, not abolition, of 
the system. They stated that the rates of pay were some- 
times too high, that competition from foreign firms 
employing cheaper labour had become formidable, and that 
many works had been compelled to close down. (It is 
doubtful, however, whether it was not the general de- 
pression rather than the Trade Board rates that was 
responsible for most of these failures.) The Committee 
deprecated the lack of co-ordination and the multiplicity 
of Boards, and therefore of rates, for kindred industries. 
It also considered the period between decision and en- 
forcement to be too long. 

The Committee recommended that a return be made, in 
effect, to the principle of the Act of 1909, viz., that only 
the sweated and inadequately organised trades be provided 
with Trade Board machinery. (The general conclusions 
and main recommendations of the Committee are quoted 
in Appendix A.) 

The report of this Committee was denounced by the 
supporters of the Trade Board principle as reactionary. 
A Bill was introduced in 1923 to give effect to these 
proposals, but the Labour Party opposed it on the ground 
that the main object of the Bill was not to facilitate the 
administration of the existing law, but to hamper and 
restrict it. Subsequent developments have made it un- 
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likely that the Trade Board system will undergo any 
material alteration in principle. 

In 1917 the Corn Production Act, besides guaranteeing 

minimum prices to farmers for the principal 
ne enna corn crops and restricting agricultural rents, 
Wericulture. established the Agricultural Wages Board 

and laid down 25s. a week as the absolute 
minimum wage for agricultural workers. The Wages 
Board consisted of 16 representatives of the workers, 16 
representatives of the employers, and 7 appointed members. 
The Board was instructed to fix legal minimum time wages 
for different areas in England and Wales, and was em- 
powered also to fix minimum piece rates. The Act provided 
further for the establishment throughout the country of 
District Wages Committees, comprising equal numbers of 
employers’ and workers’ representatives, together with one 
or more appointed persons. The District Committees had 
no executive power, and merely made recommendations to 
the Wages Board as to the rates of wages that should be 
paid in their districts. The agricultural worker derived 
considerable benefit from the operation of the Act. 

In 1921, however, the Corn Production Act was repealed. 
Guaranteed prices were cancelled and the Wages Board was 
abolished. Provision was made for the establishment of 
Voluntary Conciliation Committees, which were to agree 
upon a minimum rate for each area. If confirmed by the 
Minister of Agriculture, the agreement became an implied 
term of every contract or employment in the area concerned, 
and any workman who received less than the agreed rate 
could take civil proceedings to recover the difference. 
These Committees were on the whole a failure, due largely 
to the fact that they were purely voluntary in character. 
The Minister of Agriculture stated on December 6th, 1922, 
that during the whole year only seven agreements had been 
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made enforceable. In 1923 the Government introduced a 
Bill to make compulsory the registration of agreements 
arrived at by the Conciliation Committees, but it did not 
pass into law. The absence of any clause to compel 
districts to establish a Committee and negotiate an agreement 
was a serious defect in the proposed measure. 

In August, 1924, the Agricultural Wages Act was passed. 
Provision was made for the establishment of County 
Agricultural Wages Committees and a National Agricultural 
Wages Board. It is theduty of the County Committees to 
fix statutory minimum rates of wages for agricultural 
workers. The Wages Board has the power to intervene 
if a County Committee fails to lay down a minimum rate 
or if a resolution of the representative members of such a 
Committee requests the Board to fix a rate for them. The 
original draft of this Government measure required the 
confirmation of the Wages Board for all rates, as it was 
feared that, in areas where the workers’ organisation was 
weak, the rates might be fixed too low. This proposal, 
however, was defeated. 

The published rates of the County Committees show on 
the average an advance of two or three shillings a week. 
In areas where the wages were lowest, the rates have been 
increased by as much as five shillings a week. 

The wages of the farm labourer are still very low com- 
pared with those of the artisan in the towns, and the reason 
is not far to seek. Firstly, the productivity of British 
agriculture is not, at the present time, as high as that 
obtaining in other branches of industry. Improvement in 
agricultural methods is imperative if the industry is to 
hold its own with foreign competition and to pay its workers 
a decent wage. Agriculture is a most vital industry, and 
one cannot, in prevailing conditions, adopt the attitude 
that if the industry cannot afford to pay a living wage, it 





THE MINIMUM WAGE IN AGRICULTURE. 85 


should be condemned as parasitical, and should give way 
to more profitable enterprise. So long as this country is 
not immune from war, the food-growing resources must not 
be permitted to decay. There are many who contend that 
in view of the exceptional circumstances of agriculture and 
its inability, at least under the present system of produc- 
tion, to pay a reasonable wage, the Government should 
subsidise the industry in one way or another so as to make 
higher wages possible, yet not render the industry un- 
profitable. A condition of such a subsidy, however, should 
be the adoption of more scientific methods of production. 
Indeed, the yield from agriculture might be so increased by 
such means as to cause the need of a subsidy to disappear. 

Another reason for the inadequate wages of the agri- 
cultural labourer is the weakness of his organisation. There 
have been spasmodic attempts to form effective trade 
unions, but, though the movement has had some success 
in certain parts of the country, it has been handicapped 
from the start by the conservatism of the farm labourer 
and by the fear of victimisation. The scattered nature of 
the industry presents a further obstacle to organisation, 
but progress is gradually being made.* 

Some reformers, not content with minimum rates for 
specific industries, propose that there should 
be a national minimum time wage below 
Wage. which it would be illegal to employ any 

worker. They object to the principle of fix- 
ing a wage in accordance with what the industry can bear, 
maintaining that a sweated industry may be perpetuated 
as such if it be proved to be unable to pay a decent wage. 
They prefer to act on the principle that if a trade cannot 
pay a specified rate of wages, it ought to disappear, even 
though temporary unemployment might result. A national 

* See Selley, Village Trade Unions in Two Centuries, 1919. 


A National 
Mini 


86 THE WAGES OF LABOUR. 


minimum is further supported on the ground that it would 
be impossible for unscrupulous employers to re-grade and 
“ shuffle” their workers so as to evade the minimum rates 
stipulated for the several grades. That this evasion has 
frequently been practised cannot be denied. 

There have been a few attempts to carry out such a 
policy, but so far with no marked success. In some of the 
States of Australia, and in New Zealand, legislation has 
been passed to this effect, but the stipulated wage has been 
extraordinarily low.* National minima for women and 
juveniles have been provided in someof the American States.t 
In practically all these cases the minimum is so low that 
the real object of the legislation has hardly been achieved. 
To have fixed higher rates would probably have caused the 
dismissal of a certain number of low-grade workers, and 
the legislators were not prepared to pursue the policy toits 
logical end. 

It is manifestly impossible to fix a national minimum at 
a point higher than the productivity of the workers. There 
is, however, considerable difference of opinion as to what 
actually constitutes this productivity. On the one hand 
the Marxian school urges that the whole of the product of 
industry should go to labour ; on the other hand the sup- 
porters of the present system claim an adequate share for 
capital and enterprise (though there is no real reason why 
the latter should not be included with labour). Again, 
there is the more subtle question of what “ productivity” 
really means. Is it to be measured in terms of money 
value or in terms of quantity? The output of a relatively 
small quantity of goods may have a high money value; to 
increase the quantity might mean greater social service yet 
a lower aggregate exchange value. It is often pointed out 


* Aves, Report on Wages Boards, p. 88. 
+ See Pigou, Economics of Welfare, p. 554. 
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that the extent of the national dividend is limited (say 
£4,000 millions), and that if this sum were equally divided 
among the population (say £80 per head) the average 
standard of comfort would not be inordinately high. This 
argument ignores the essential fact that a better distribu- 
tion of income would in itself reduce waste and increase 
useful productivity, and so augment the average real 
income over and above the sum derived from a simple 
calculation of present values.* In fine, money values are 
not the best index of real social utility, and therefore 
estimates of “‘ average standards of living ”’ on such a basis 
are very misleading. 

But most of the advocates of a national minimum would 
be content with a figure much below a simple average as 
calculated above, for they recognise that several trades 
cannot afford to pay this rate, and even in those industries 
that can, many inferior workers would not be worth em- 
ploying. Yet if they put the sum too low, their real 
object of providing a living wage for everybody in employ- 
ment would be defeated. Unless the wage is fixed at a 
very low level, it is certain that some low-grade workers, 
whose specific productivity would not justify their 
employment in a competitive system, would be discharged. 
A sound scheme for a national minimum must contain 
therefore a satisfactory arrangement for these workers. 

One proposal is to exempt employers from paying the 
minimum to the aged and incapacitated, and to recognised 
low-grade workers—as is done to a certain extent under 
the Trade Board system. Others would make it an irre- 
ducible flat rate, allowing of no exceptions. They propose 
that the State should train the discharged workers for 
alternative employment, maintaining them in the mean- 
time, or, if this is not practicable (and it would hardly be 

* Cf. below, pp. 241-2. 
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possible to train old people for other occupations), the State 
should employ them in some public industry and pay them 
the minimum rates, even though these are not “ earned ” 
in the ordinary sense. It is argued that the loss involved 
in subsidising these workers’ wages would be more than 
balanced by the gain accruing to the workers in private 
employment and to the community as a whole. 

If a national minimum is to be established, it would be 
preferable, at any rate in the early stages of the policy, 
to rely on the first method of allowing certain exemptions 
rather than the second which would throw the entire 
burden of the relatively inefficient on the State. Doubt- 
less there would be attempts to make unfair use of the 
permission to employ certain people at less than the legal 
minimum, but it should not be very difficult to restrict 
this abuse. A maximum proportion of inferior or slow 
workers might be imposed by statute, or it might be left 
to the trade unions and wages boards which would, of 
course, still function. The wages of home-workers could 
also be adjusted under such an arrangement, whereas they 
would be severely hit by a rigid national minimum time 
rate. 

The difficulties in the way of an effective and equitable 
national minimum wage are considerable, and to under-rate 
them in the planning of a scheme might lead to failure. 
In the meantime, however, the endeavours after minimum 
rates in particular trades should not be relaxed, not only 
because certain minima might be much higher than the 
national minimum, but because the gradual establishment 
of minimum conditions in an increasing number of employ- 
ments may help to bring about and make effective a 
statutory national minimum in all industries.* 

* The relation between a national minimum and women’s wages 
and family obligations is examined below, pp. 139-40. 
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From the experience of minimum wage legislation in this 
country and abroad it is possible to draw 


General valuable conclusions on the operation of the 
pee. ef Acts and their effects on wages, on employ- 
Wage ment, on labour organisations and on industry 


Legislation. as a whole. These have been indicated al- 

ready in the case of the Trade Boards Acts, 
and as they are fairly representative of the results of other 
legislation, only a brief summary is necessary. 

Wage rates have been appreciably increased, and this 
alone, so far as it has guaranteed workers a decent standard 
of comfort hitherto denied them, would be a sufficient 
justification of the legislation. The official reports for 
Victoria show that the average wage of 13 trades rose 16.5 
per cent. in 5 years, compared with 7.6 per cent. in the 
5 years before the wages boards were set up. In 6 trades 
a decline in wages changed to arise. The Industrial Com- 
mission of the U.S.A. reported that in 24 stores, 1,758 
women received less than $10 weekly before the award of 
minimum rates; afterwards only 561 received less than 
thissum.* The frequent criticism that the minimum tends 
to become the maximum has not been borne out, for the 
average rate of payment in the trades affected has been 
proved to be above the legal minima—in America and 
Australia as well as in Great Britain. 

It was frequently contended that the minimum wage 
would cause unemployment, because employers would be 
unable to pay the specified rates, or because they would be 
induced to replace adult workers by apprentices. Unem- 
ployment on account of inability to pay the stipulated 
rates has been caused only to a very small extent, and it 
may reasonably be argued that, as a general rule, a business 


* Commons and Andrews, Principles of Labor Legislation, p. 210. 


go THE WAGES OF LABOUR. 


which depends on sweating the workers for its existence is 
parasitical, and that its disappearance is for the ultimate 
good of the community. As for replacement by appren- 
tices, there is usually a maximum percentage of learners 
allowed, e.g. I5 per cent. in many Trade Board regulations. 
Trade unions, too, usually stipulate a maximum proportion. 

In nearly all cases the effect of this legislation on industry 
has been distinctly beneficial. Not only has the efficiency 
of the worker himself increased, but the employer has been 
stimulated to improve the organisation of the business, and 
eliminate waste in several directions. The fear that cheaper 
labour abroad would cause foreign competitors to capture 
the market has not, on the whole, been borne out. The 
Board of Trade stated before the war that it was “ not 
aware of any tendency of manufacturers to transfer their 
business to foreign countries.’”” Many employers have 
favoured minimum wage legislation since they find that 
the real labour cost (7.e. measured in terms of output) has 
not materially increased, while they have welcomed the 
elimination of the “hole in the corner’’ employer, who not 
only sweated his own workers but also, by cutting the 
prices, tended to depress the rates of payment in other firms. 

Finally, it had been anticipated in some quarters that a 
State granted and enforced minimum would prejudice the 
trade union movement, in that the workers would find that 
their conditions could be improved independently of labour 
organisations. But here again the fear has not been 
justified. Trade union membership has constantly in- 
creased, while many of the unorganised trades have taken 
advantage of the higher rates imposed by the State and 
have formed unions. The main reason for their absence or 
inadequacy in the past had been the inability of the workers 
to afford a sufficient contribution, and this deficiency was 
now largely remedied. 


PAYMENT BY TIME. gi 


§ 3. THE PAYMENT OF WAGES. 


So far attention has been given to the factors governing 
wages as a whole, but nothing has been said regarding the 
calculation of the actual wage rates. Though the method 
of payment is not as important, from the standpoint of the 
social student, as the general principles underlying the 
remuneration of labour, a little may be said to indicate the 
chief systems of wage-rate determination and the peculiar 
problems they present. The simple classification of pay- 
ment by time and by piece is the most important, and 
may be considered first. 

Time rates are more common than piece rates in the 

transport and distributive trades, clerical 
veyment work, agriculture, and other occupations in 
y Time. : ae : 

which conditions are peculiarly favourable 
to payment by time. These conditions may be shortly 
noted. Where the quality and the quantity of the work 
are difficult to measure, as for example in general surveil- 
lance, or where the work is of unusual character, such as 
repair work, time wages are usually more practicable. In 
instances where the work requires careful and accurate 
application, and undue haste might cause serious loss, 
or where delicate and expensive material and machinery 
are used, time rates are again preferred. Similarly, where 
the work is the joint product of two or more people, it is 
often found more expedient to pay on a time basis, though 
piece rates under a “gang”’ system are not uncommon. 
Lastly, time rates are desirable where the work is liable 
to interruption through no fault of the worker—e.g. in 
agriculture and building, where the weather influences 
working conditions. 

The advantages of time rates arise largely from these 
conditions. There is little temptation for a man to 
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“scamp’”’ his work (though the precautions against this 
in a piece rate system are frequently very effective). Time 
rates make for simplicity and reduce the expense of 
clerical work, while they make for better feeling among the 
workers who are not put, as it were, on a competitive basis. 
The worker’s income is also likely to be more regular. 

The main objections to payment by time are that, as the 
incentive provided by piece rates is absent, the total output 
of work is liable to suffer, and that more supervision is 
necessary. Thus the real cost of the labour may be high. 
In so far as piece earnings are a better guide to a 
worker’s efficiency than time earnings (though the extent to 
which they provide this index tends to be over-estimated) 
the employer is enabled to select the more efficient men for 
superior work. 

Piece rates are common in the textile, pottery, iron, steel, 
tinplate and other industries in which the 
conditions are suitable to this method of 
remuneration. These conditions are of course 
the reverse of those indicated in connection with time rates. 
Where the work is standardised and measurable in quality 
and quantity, and where a specific amount of effort can be 
relied upon to result in a given amount of product, piece 
rates are usually preferred. The method is also adopted 
where supervision is expensive or difficult—e.g. in homework. 

The employer favours payment by results in that he pays 
in proportion to the work done. He particularly prefers 
this method if he finds that extra output reduces the stand- 
ing charges per unit produced, and thereby makes for 
greater economy. To the extent that piece rates mean 
higher earnings and less supervision over time-keeping and 
intensity of labour, workers prefer this method to time rates, 
provided that they have an efficient organisation which 
prevents the employer from “ nibbling ” the rates. 


Payment 
by Results. 
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The temptation of the employer to reduce the piece rate 
when he finds that efficient workers are earning high wages, 
and especially if he can get the work done more cheaply by 
non-union labour, is a serious difficulty which a system of 
payments by results, if it is to be successful, has to over- 
come. Collective bargaining is frequently effective in 
guaranteeing to the workers that if they produce more than 
the average they will not suffer in consequence by having 
the rate per unit cut down. In order to guard themselves 
against paying excessive rates of remuneration, yet to 
guarantee to the workers that the rates will not be under- 
cut, many employers have introduced a system of premium 
bonuses, according to which the remuneration increases with 
output, but in a diminishing ratio. These methods will 
be considered later. 

Other disadvantages of piece rates are suggested by the 
relative advantages of time rates. In the desire to increase 
his earnings, a man may be tempted to “ scamp ”’ his work, 
but as effective safeguards on the quality of the work are 
usually provided by a system of keen inspection, this draw- 
back should not be magnified. Another difficulty lies in 
the calculation of a satisfactory piece rate, one which is to 
guarantee to the ordinary workers a decent standard while 
remunerating the more efficient workers according to their 
output. ; 

It cannot be too strongly emphasised that time rates and 

piece rates must necessarily be calculated 


ae ee with some reference to each other. A time 
se Wage von rate must directly or indirectly be based on 
Rates. the average amount of work to be done in 


the time. For example, in a time rate 
system there is usually provision for an ‘“‘ under rate” for 
aged or other slow workers. Similarly a piece rate must 
bear a relation to the length of time taken. 
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In the determination of piece rates, the foreman’s esti- 
mate of the time required to perform a certain task may 
be taken as the basis, or a more scientific calculation from 
time records may be made by professional rate-fixers 
employed by the firm. Or the task may first be given to 
an “average ’’ worker, whose time is observed and taken 
as the basis of the piece rate. This last method is open to 
abuse, in that a “ fast’ rather than an “‘ average ’’ worker 
may be selected for special observation. Also, the con- 
ditions of the experimental tasks may not be typical, the 
material may not be of the average quality, and unless, by 
mutual agreement of employers and employed, the worker 
chosen and the conditions of the test are strictly repre- 
sentative, serious dissension may arise when the piece rate 
is put into operation. Collective bargaining is indispen- 
sable to the smooth working of a piece rate system. Where 
the piece rate, through faulty calculation or other reasons, 
results in obvious discrepancies in relative wages (as for 
example the high pay of some workers on automatic 
machines during the war contrasted with the remuneration 
of the skilled workers and foremen) collective bargaining 
should be depended upon to restore a proper balance. 

Sometimes a time rate is adopted with a specific piece 
basis, 7.e¢. a certain amount of work is expected to be 
accomplished in a certain time. Any surplus may or may 
not be paid for according to the particular arrangement. 
Or a piece rate may be adopted along with a guaranteed 
time rate, 7.e. a worker is assured of a minimum time wage 
together with extra pay for output over a given standard. 
Occasionally, where accuracy and quality of work are of 
first importance, there may be a certain addition to the 
wage rate. In other instances, the wage is made to vary 
with the percentage of rise or fall in the amount of waste. 
Systems of wage determination are extremely varied, and 
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are too numerous for all to be mentioned here.* Only the 

best known methods can be considered. 
The sliding scale method bases wages on the selling price 
of the product (and must not be confused with 


ae. Seale the cost of living sliding scale, which is essen- 
Syston, tially differentt). The system is favoured 


by employers where the price of the product 
is subject to great variation. It used to be more prevalent 
than it is nowadays, though it still operates in some 
branches of the iron and steel industry. Variation of wages 
with the selling price of the article means as a rule (though 
not necessarily) variation with profits, and the system has 
therefore a certain resemblance to profit sharing. 

Strong objections may be brought against the sliding 
scale method. Firstly, it is difficult to obtain a satisfactory 
basis of calculation, for prices may rise or fall owing to 
changes in demand for the particular product, or they may 
vary with prices in general owing to changes in monetary 
conditions. The calculation, if the result is to be equitable 
to all parties, would be very complex.f Secondly, the 
worker should not be expected to participate in the risks of 
the market to the extent implied in the scheme, and a fall 
in his income of a certain percentage means a greater 
sacrifice than the same percentage drop in profits would 
cause to the presumably wealthier employer. In some 
schemes a minimum wage is ensured so as to prevent the 
standard of life being undermined by a reduction in the 
price of the product ; but in such cases a maximum may 
be fixed also. 


*See Prosser, Piece Rate, Premium and Bonus. For critical 
account from the workers’ standpoint, see Cole, The Payment of 
Wages. 

t See above, pp. 68-71. 

{See Pigou, Economics of Welfare, 1920 Edition, pp. 584-5. 
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An objection occasionally encountered is that the em- 
ployers or the workers might attempt to “rig” the index 
price to suit their own advantage. The employers, it has 
been claimed, might reduce the price and recoup themselves 
at the expense of wages. But it is extremely doubtful 
whether the employers would gain from the wages bill what 
they would lose from cutting the prices—unless the reduced 
price brought a considerably increased turnover. And it is 
inconceivable that the workers would consent to a sliding 
scale arrangement in a trade in which a reduced price, 
through increasing returns, would bring greater prefits to 
the industry. There is the possibility, however, that the 
employers might resist tendencies to price reductions less 
strenuously when they would be compensated in part by a 
reduced wages bill. From the other standpoint it has 
been argued that the workers might be induced to restrict 
their output so as to force the price up, and therefore 
increase the wage rate. But it is very improbable that the 
loss in piece earnings would be balanced by the gain 
resulting from the higher price. Even if the workers were 
paid by time, working slackly would prejudice their chances 
of continued employment and more than nullify any pos- 
sibility of a net addition to the wages. 

The sliding scale method, therefore, cannot be widely 
applied. It would be very unsuitable in an industry which 
produced under increasing returns and for whose product 
there was an elastic demand. Wages often increase while 
the selling price of the article falls. For example, a rise 
in wages in the motor car industry is quite compatible 
with a reduction in the price of motor cars, provided 
that there is a corresponding improvement in industrial 
efficiency. The industries in which prices and wages 
must necessarily move up or down together are extremely 
few. 
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Several systems of premium bonuses have been devised, 
the common characteristic being the attempt 


Premium to combine the advantages of time and piece 
The Halsey rates and to reduce, if not eliminate, the 
Premium. drawbacks. One of the best known methods 


was drawn up by an American engineer, 
F. A. Halsey. The general principle may be quoted :— 

“Tf a man improve on the standard time, he is given not 
the whole of the time saved as under the piece wage system, 
but a definite portion of it, commonly one-third or one-half. 
Again, if he loses time, 7.¢. if his time exceeds the standard 
set for the job, he does not (as under the piece-wage method) 
sacrifice the hours in excess of the standard time, but he 
still receives time-wage for all the time worked by him; 
for the Halsey premium carries with it a guaranteed time- 
wage. To take a practical illustration : supposing the time 
set for the job be ten hours, and the work be completed in 
eight hours, the operative would be given, in addition to 
his eight hours at time rate, a portion (probably 334 per 
cent. or 50 per cent.) of the two hours saved.’’* 

In short, the Halsey premium gives a bonus at a fixed 
rate for every hour saved. The system is claimed to be 
advantageous to the employer, in that he runs less risk of 
paying too high wages, especially during an experimental 
period. The worker is said to benefit in that he is 
guaranteed his time wage and thereby receives greater 
security. The disadvantage to the employer lies in the 
uncertainty of the standard of attainment, as no standard 
is laid down. The obvious drawback from the worker’s 
standpoint is that he does not get the equivalent of what 
he produces. Further, the extra output effects economies 
in standing charges which do not enter into the calculation 
of the bonus. Even if the worker received a full 100 per 

* Prosser, Piece Rate, Premium and Bonus, p. 28. 
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cent. bonus (in effect a piece rate with a guaranteed day 
rate) the employers would still benefit from the economies 
in overhead charges. 

A second method, more common in this country than the 
The Rowan Halsey system, is that devised by D. Rowan 
Premium. some ten years later. 

“The Rowan system follows the Halsey premium in 
paying a portion of the time saved, but, instead of giving 
to the worker a fixed percentage of the saving, it adds to 
his actual time a percentage identical with that by which 
the standard time is reduced. Thus, if the employee per- 
forms a task in eight hours, the standard having been 
fixed at ten hours, he would get as premium two-tenths 
or 20 per cent. of eight hours = 1.6 hours. The young 
reader should be careful to note that the premium percen- 
tage is applied to the time actually worked, and not to the 
time saved. So, in the case quoted, the premium rate, 
20 per cent., is added to the hours worked, 7.e. to eight 
hours. It would be wrong to take 20 per cent. of the time 
saved, z.e. of the two hours, and call that the premium... 
If the standard time be exceeded, the worker gets time- 
wage for the whole of the time ; in other words, the time- 
wage is guaranteed.”’* 

This plan gives a higher bonus than the Halsey method 
during the early stages of time saving. If the time were 
reduced to half, the two systems would pay the same 
premium. After that the Rowan rate is lower than the 
Halsey rate, though the possibility of such a saving of 
time is very remote. 

The same general objections can be made against the 
Rowan method. The system is distinctly to the advantage 
of the employer, and this advantage is sometimes con- 
cealed by the complicated formulae which the average 

* Prosser, op. cit., p. 38. 
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worker does not understand. It is significant that these 
premium systems have been largely worked out by 
engineers whose mathematical inclinations have led them 
to calculate the wages of labour almost as precisely as 
the costs of driving the machinery. But men cannot be 

standardised like machines.* 
According to the so-called “‘ efficiency *‘ method of pay- 
ment, not only a man’s total wage, but the 


¢ 


ee eney basic rate itself, varies with his efficiency. 
ae Wages. One system of wages that comes within this 


category employs a differential piece rate, 
which rises or falls with the output. The more one pro- 
duces the higher the piece rate; the less one produces the 
lower the piece rate. In some instances (e.g. in the Taylor 
plan) a specific standard of quality is imposed, and imper- 
fection in one piece means a reduction in the whole scale.’ 
The advantage from the employer’s side is obvious: for 
though he pays higher piece rates for higher outputs, h 
secures the economies in overhead charges noted ae 
The efficient workers may also prefer the method, but the 
less fortunate are doubly penalised. ‘“‘ This is a system of 
which it may truly be said that nothing succeeds like 
success and nothing fails like failure.’t A man who can 
produce two-thirds as much as another man may only get 
one half his wage. The object of the differential piece 
rate is to weed out the inefficient. But if the rates are such 
that a worker of average ability cannot earn a living wage, 
the method is indefensible. 
To remedy this injustice, various modifications have been 


' made by firms adopting the efficiency system. In some 


cases a simple minimum wage is guaranteed. The Gantt 


*See Cole, The Payment of Wages, Ch. VI., for criticism of 
premium bonus schemes. 
J Prosser, op. cit., 58. 
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plan, for example, differs from the Taylor system in that 
there is only one piece rate, and that a minimum wage is 
assured. The “ task system” is employed, according to 
which the workers are put on a task, which, it has been 
ascertained by experiment, can be completed by an 
efficient workman in a certain time. If they perform this 
work in the same time, they obtain a specified premium ; 
if not, they receive the minimum time wage. 

“Under this system each man has his work assigned to 
him in the form of a task to be done by a prescribed method, 
with definite appliances, and to be completed within a 
certain time. The task is based on a detailed investigation 
by a trained expert of the best method of doing the work ; 
and the task setter, or his assistant, acts as an instructor to 
teach the workmen to do the work in the manner and time 
specified. If the work is done within the time allowed by 
tHé &xpert and is up to the standard for quality, the work- 
rnan receives extra compensation (usually 20 to 50 per cent. 
of the time allowed) in addition to his day’s pay. If it is 
not done in the time set, or is not up to the standard for 
quality, the workman receives his day’s pay only.’’* 

Several other “ fancy’ methods of remuneration could 
be described, but they all resemble in essential principle 
those already mentioned. “Efficiency” and _ similar 
systems of payment are associated to a greater or less 
degree with “ scientific management,” the object of which 
is to reduce waste in industry to the minimum. This 
aspect of the subject is considered in the following chapter. 


* Going, Principles of Industrial Efficiency, p. 135, quoted in 
Pigou, Economics of Welfare, p. 442 : 
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There is a close connection between the struggle for 
higher wages and the movement for a reduc- 


on tion of working hours. The worker may be 
Hours. : primarily concerned with improving his cash 


income so as to secure more of the necessaries 
and comforts of life. At a certain point in his progress, 
however, he may decide to forego for the time the possi- 
bility of an increased wage in terms of money, and to press 
instead for a curtailment of the working day. If he is 
successful in obtaining this reduction in hours while his 
weekly wage remains unaltered, he receives in effect an 
increase in the real reward for work done. The worker 
thus decides virtually to ‘“ buy more leisure” rather than 
an additional quantity of ordinary commodities. In other 
words, leisure takes its place as an essential factor in a 
person’s standard of life. 

For upwards of a century, the workers have fought for 
more leisure both by industrial and by political means. The 
Industrial Revolution, especially in the early years, caused 
an enormous amount of over-working. Trade unions were 
as yet in their infancy, and reformers sought State inter- 
vention. This was no easy matter at a time when the 
“et alone’ principle dominated public policy. But this 
apathy could not be maintained in face of the glaring 
abuses of the factory system. Children, young persons 

Iort 
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and women were the worst sufferers, and several Acts were 
passed during the first few decades of the nineteenth cen- 
tury limiting the hours of young workers. For example, 
twelve hours a day became the maximum for child workers 
in the cotton trade in 1819 ; the age was raised to eighteen 
in 1833, and in 1835 employment of juveniles at night was 
declared illegal. Women were brought within the scope of 
the Factory Acts in 1844, when their hours were limited to 
twelve, exclusive of meal-times. Some years later, em- 
ployment of women in the mines was forbidden. 

The “ Ten Hours Movement ” of the ’thirties and ’forties 
resulted in many trade unions obtaining this maximum 
working day, even before the legislation of 1847, which 
made ten hours the maximum for women and young 
persons and provided for a Saturday half holiday. The 
legislation, which at first was applied to the textile trades 
only, was gradually extended to other industries. Although 
the working hours of men were not specifically controlled 
by this legislation, the restrictions on female and juvenile 
employment inevitably affected the working hours of men, 
especially in the textile mills, for employers did not find it 
profitable to keep the machinery and plant in operation 
for the adult male workers only. 

The ten hours maximum having been secured, the workers 
began to press for a nine hour day. The stone-masons and 
carpenters had been agitating for the nine hour day even 
before the Ten Hour Act of 1847, but it was left to the 
engineers first to obtain this concession from the employers 
in 1871-2. Several strikes occurred about this time in the 
’ struggle for the reduction of working hours. 

The next move was the claim for the eight hour day. The 
demand was not a new one. Robert Owen had advocated 
it in 1817, while it had figured in the programme of the 
Chartists and other revolutionaries in the ’forties. The 
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Trades Union Congress passed a resolution in its favour in 
1869. The agitation did not become extensive, however, 
until the ’eighties, when the Socialists, who were now 
becoming prominent, gave it their support. In 1888 an 
Eight Hour Bill for miners was introduced in the House of 
Commons, but without success. An increasing number of 
municipalities and private firms granted an eight hour day 
to their workers, but there was no legislation passed until 
1908, when the Miners’ Eight Hour Act marked the first 
direct attempt on the part of the State to control the 
working hours of adult male labour. The hours of the 
miners were further reduced to seven in I919.* 


* It is becoming recognised that even national legislation on the 
subject of working conditions is inadequate, and that some inter- 
national agreement is essential if the position of the worker is to be 
improved. The first session of the Conference of the International 
Labour Organisation (Washington, 1919) adopted several draft con- 
ventions, applying to hours, unemployment, childbirth, night work 
of women, employment in unhealthy processes, employment of 
children and young persons and the use of white phosphorus. The 
convention relating to hours was the most important. It aimed at 
limiting the hours of work in industrial undertakings to eight in the 
day and forty-eight in the week, subject to certain exceptions. So 
far, this country has not given legislative effect to this convention. 

The second session of the conference (Genoa, 1920) dealt solely 
with the conditions of work of seamen. The third session (Geneva, 
1921) was concerned largely with agricultural questions, though 
attention was also given to such problems as the weekly rest in 
industry and the use of white lead. The fourth session (Geneva, 
1922) was occupied mainly with the improvement of the machinery 
of international labour legislation, based on the experience gained 
during the previous three years. The subject of emigration was 
also considered. In the fifth session (Geneva, 1923), the general 
principles of the organisation of factory inspection provided the 
subject for discussion. A detailed recommendation was adopted, 
relating to the sphere of inspection, the functions and powers of in- 
spectors, and the general organisation of inspection and reports. 
The sixth session (Geneva, 1924) dealt with the workers’ leisure, 
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Legislation restricting the hours of shop assistants and 
other commercial employees did not begin until 1886, when 
the working hours of young persons under 18 were limited 
to 74 per week, including meal-times. Six years later the 
Select Committee on Shop Hours reported that this Act 
was not generally enforced, and steps were taken to put 
the law into operation. Subsequent legislation improved 
the condition of shop assistants, but it was left to the Shop 
Hours Acts of Ig11-12 to institute a legal half-holiday and 
to insist upon allotted times for meals. An important 
omission was the failure to restrict the working week, com- 
prising 70, 80 and even go hours, of assistants, male and 
female, over 18 years of age. During the war distinct pro- 
gress was made. In 1916 the Government, urged largely by 
the desire to economise in coal, issued an order compelling 
shops to close not later than g o'clock on Saturday and 
8 o'clock on other days.* Hitherto many shops had re- 
mained open as late as Io and 11 o'clock, the more 
enlightened shopkeepers often being compelled by the less 
scrupulous traders to fall into line. This and subsequent 


equality of treatment for national and foreign workers as regards 
workmen’s compensation for accidents, and sundry other questions. 

Though the various conventions have not in many countries 
received the force of law, it is to be hoped that, with the coming 
of more prosperous times, the industrial nations of the world will 
find it possible to embody the conventions and recommendations in 
effective legislation. 

For information on the activities of the International Labour 
Office see the International Labour Review (monthly), Industrial and 
Labour Information (weekly), Reports of the International Labour Con- 
ference, and the various Official Studies and Reports, e.g., Application 
of the Three-Shift System to the Iron and Steel Industry, Wage Changes 
in Various Countries (1914-1922), Remedies for Unemployment, etc. 

* The first Order specified 7 o’clock from Monday to Thursday, 
but owing to opposition from traders the time was altered almost 
immediately to 8 o’clock. 
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orders were embodied in the Shop Act of 1920, though a 
slight amendment was made in the following year in order 
to extend the hours during which fruit, confectionery, etc., 
could be sold to the public. 


Standard Hours in Certain Industries in 1914 and 1922* 








Trade. 1914. 1922. 
Building ie Ai oA 443-533 44 (41% in Dec. 
and Jan.) 
Mining . a a ve 8 hour shift 7 hour shift 
Metal | 54 men 47 men, 48 women 
Iron and Steel | 12 hour shift 8 hour shift 
Cotton . S6 ae as 55% 48 
Wool .. ae es ae N 554 48 
Flax ey: a se | 55 48 
Hosiery - ene tee 53 48 
Silk ae ne - eee 524 48 
Tailoring ‘ AG ora 48-50 48 
Boot and Shoe ae a 524 48 
Railways es eye ye 60 48 
Carters; etc. <. Be re 48-60 48 
Agriculture... a ve 60-65 48-60 
_ Printing Bie evs a 49-51 48 
Furnishing Bee a ae A 48-58 44-47 
Pottery. . 5c sit cigs 514 48 
Baking .. a 5s oS 48-54 44-48 
Cocoa .. a a a 2 47 
Tobacco ; ‘ cast 45-50 48 
Co-operative Societies gio | 48-52 44-48 
Public Utilities aye eee 48 47 
Electrical Supply ee Ei 48 47 
Gas Works... ie ae 48 47-48 








Experience has amply demonstrated that greater leisure 

for the workers and better profits for the 

The Case for employers are perfectly consistent with each 
a Reduced : . 

Working Day. other. Curtailment of working hours and the 

retention of the normal rate of pay are also 


compatible, for, as in the case of high wages, the improve- 
* Taken from The Worker’s Register of Capital and Labour, 1923. 
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ment may lead to a reduction in the real cost of labour. 
The arguments for a shorter working day may be briefly 
presented. 

(a) Conditions of modern industry impose a heavy strain 
on the worker, and fewer hours help to alleviate the burden. 
From the humanitarian standpoint such a reduction is de- 
sirable. If the use of machinery is to be socially justified, 
its introduction should be accompanied by a curtailment of 
working hours. Labour-saving machinery belies its name 
if the hours and strain of the operative are not reduced. 
Unfortunately, the term “ labour-saving ”’ is often taken to 
mean the power to dismiss a number of operatives and to 
work the remainder as hard as ever, if not actually harder. 

(0) The effects of working hours and conditions must be 
viewed over a number of years. A man may for a time 
work on a strenuous task for a dozen hours or more per day, 
but his physique is liable to be so damaged that the length 
of his working life is less than that of a man whose hours 
are more reasonable. So long as there is an ample reserve 
of labour from which to draw, the ill-effects of this rapid 
consumption of labour-power may not be immediately 
evident, so far as the profits of the particular firms are 
concerned. In the long run, however, the community at 
large must suffer. From the purely economic as well as the 
social standpoint, these excessive hours are to be deprecated. 
The long working days, multiplied by a short working life, 
are less productive, in the aggregate, than shorter working 
days, multiplied by a longer working life. 

(c) The prevention of undue fatigue increases the effi- 
ciency of the operative. ‘‘ Fatigue is a chemical process, 
and an overtired person is literally a person poisoned by his 
own waste products.”* Numerous experiments have been 


* U.S.A. National War Labour Board, Memorandum on the Eight 
Hour Working Day, p. 90. 


THE CASE FOR A REDUCED WORKING DAY. 107 


made to ascertain the number of hours necessary to yield 
_ the maximum output. An investigation carried out during 

the war by the Ministry of Munitions* showed that the 

maximum output was obtained from heavy labour in 56 
_ hours or less per week; from moderately heavy labour, 60 
hours or less; from light labour (such as tending semi- 
| automatic machinery), 64 hours or less. These results, how- 
ever, cannot be taken as typical. The war period was 
exceptional, while the tests were applied only to the fittest 
persons. The hours for maximum output in normal times 
by the average worker would doubtless be considerably 
below these figures, especially when regard is paid to the 
effects on the worker’s physique and efficiency over a long 
period. 

Reports of the Home Office investigations into industrial 
fatigue bear out the contention of greater efficiency result- 
ing from a shorter working day. In one instance the out- 
put of a group of workers was increased by 5 per cent. 
following a reduction of 164 per cent. in working hours. 
In a second instance the unit output was increased from 
262 to 276 when the hours were reduced from 12 to 10; 
and further increased to 316 when the hours were reduced 
to 8. It was also shown that where the factory day con- 
sisted of four working periods, the output was low during 
two of them, vzz., early morning and overtime. 

(d) Other advantages arise from the reduction of fatigue. 
The liability to accident and disease is diminished. The 
worker’s character as well as his physique is improved, and 
the extra hours of leisure can be devoted to educative and 
recreative employment which is almost impossible when 
the working day is long and exhaustive. 

(e) Organisation is often improved, while employment 





* Reports on Working Conditions—Health of Munition Workers, 
(Cd. 8344) pp. 9-10. 
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tends to be more regular. Where there are no restrictions 
on hours, periods of strenuous overwork may alternate with 
periods of idleness. A shorter working day induces the 
employer to distribute the work, so far as lies in his power, 
more evenly throughout the year. In some trades the 
curtailment of working hours is followed by the introduction 
or the re-arrangement of shifts. Men are employed fewer 
hours, machinery is worked longer hours. Since newer 
devices are constantly being invented, machinery tends 
often to be scrapped before it is properly worn out. The 
shift system makes fuller use of machinery and reduces 
standing expenses in terms of output. The economies thus 
gained may compensate for the loss, if any, in the indi- 
vidual worker’s output, consequent upon a reduction of 
the working day. Even if the specific output is less than 
it was before, the economies in overhead expenses may 
make it possible for the employer to pay the same weekly 
wage as hitherto. Thus, in so far as a reduction of working 
hours leads to greater efficiency of the workers, or to 
economies in organisation, or to both, the improvement 
should not be at the expense of wages. 

(f) A popular contention is that a shorter working day 
would provide work for many of the unemployed. This 
argument must be treated with caution. Where, owing to 
greater efficiency of labour or improvements in the organi- 
sation of the firm, the curtailment of hours does not cause 
output to decline, the selling price of the product remaining 
the same, there is obviously no demand created for extra 
labour. Butin those cases in which the shorter working day 
actually leads to a reduction in the net cost per unit pro- 
duced, and this is followed by a lower price and a greater 
demand, the result may be an additional demand for labour. 
Again, where the work is on a time basis, as on the tram- 
ways and railways, and assuming that no further economies 
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are possible in the organisation of the concern, a reduction 
in hours usually provides an opening for additional labour, 
though in this case there may be an increase in the net cost 
of production, which may react on the price of the service 
and therefore adversely affect the demand for labour. 

The U.S.A. National War Labour Board in its Memoran- 
dum on the Eight Hour Working Day sums up the case for 
a reduction in working hours as follows: “ The universal 
experience of those manufacturing countries which have the 
longest and the shortest working day indicates that com- 
mercial prosperity is not hampered by the curtailment of 
hours, but, on the contrary, the increased efficiency of the 
workers, due to shorter working hours, together with 
general improvement of industrial communities in physique 
and morals, reacts favourably upon output. An abundance 
of testimony, covering experience in the United States, 
tends to show that shorter hours heighten efficiency, which 
springs from improved physical health and energy, together 
with a change of attitude towards work and employers. 
The curtailment of hours acts as a stimulus to heightened 
efficiency on the part of employers, leading them back to 
lessen or eliminate ‘ lost time’ by securing a steadier flow 
of work and materials through the factory.” 

Night work is notoriously inefficient, and can only be 
defended in time of emergency or when 
exceptional conditions make it imperative, 
e.g., work at the blast furnaces which 
must be kept constantly burning. Investigations have 
generally shown that the output during the night, especially 
during the last few hours, is considerably less than during 
the day. That the output should suffer both in quantity 
and in quality is not surprising when one pays regard to the 
detrimental conditions almost inseparable from night work. 
The worker does not, as a rule, get the necessary minimum 


Night Work 
and Overtime. 
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sleep, while the unusual meal-times affect his digestion and 
health. The lighting is seldom conducive to the best 
standard of work where detail and quality are of first 
importance, and supervision is not, on the average, as 
effective as during ordinary working hours. Against this, 
the employer reckons the economy of making fuller use of 
his machinery, and other savings in overhead charges. He 
may be prepared to suffer a certain loss in output per hour 
if this is more than balanced by the gain in other directions. 
But this preference, where it exists, is discounted to a 
certain extent by the workers’ demand for extra rates of 
pay for the hours they put in at night. 

Somewhat similar considerations apply in the case of 
systematic overtime. There is the same adverse effect on 
the health and efficiency of the workers. Not infrequently 
the damage to the physique, resulting in loss of time and 
perhaps in a shorter working life, nullifies in the long run 
the economies effected in the short period. Some overtime 
it is difficult to avoid. Thus, where the supply is periodic, 
dependent perhaps on climatic conditions (e.g. in agricul- 
ture), or where demand is seasonal and production cannot 
be spread over the year (e.g. in the making of ladies’ winter 
coats of a particular fashion), extra hours are up to a point 
inevitable. But systematic overtime throughout a large 
part of the year cannot be vindicated in this manner, and 
is particularly objectionable where there is unemployment 
within the trade. 

One reason often given by those employers who practise 
regular overtime is that the employment of fresh men 
would involve the installation of extra plant, the cost of 
which would not be warranted by the business of the firm. 
This argument, however, has but limited application. 
Some of the overtime that is now deemed necessary could 
be prevented by a better organisation which spread the 
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work more evenly over the year. Judicious planning of 
production,* together with the manufacture “ for stock,” 
during the customary slack months, of standard articles 
and parts, would contribute largely to the solution of the 
overtime problem.j 

Investigators in recent years have been giving serious 
attention to the loss occasioned by “ labour 
turnover,” 7.¢. the loss caused by the workers 
changing their place of employment or their 
occupation. Labour turnover is very small in such occu- 
pations as the Civil Service ; it is very prominent where 
casual hirings are the rule, as at the dock side. It is also 
prevalent among juvenile workers who are more liable 
than older and more settled workers to shift from 
employment to employment. 

There are several items in the cost of labour turnover 
that can be measured to a fairly precise degree. The 
hiring of the workers entails a certain expense in clerical 
work alone, and this is sometimes followed by a more 
costly outlay where the worker is specially instructed in 
the new task. Where the employee has performed 
similar work before, this expense does not arise, but where 
the task is a new one, the cost of instruction may work out 
at a high figure. Dr. G. N. Miles, of the National Institute 
for Industrial Psychology, estimates that the cost of train- 
ing may be anything from £2 to £50, and the period any- 


Labour 
Turnover. 


* Cf. below, pp. 266-7 (note), for an instance of a private firm plan- 
ning out its production with a view to regularising employment. 

tj It is maintained in some quarters that the National Health and 
Unemployment Insurance Schemes tend to encourage overtime, in 
that the employer has not to make the further outlay on stamps 
that would be necessary if he engaged additional men. But the 
saving, in proportion to total sums involved, would be almost 
negligible. 
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thing up to three months.* Further, there is the cost of 
wear and tear and of spoiled work during the period of 
training, contributing to a reduction in the net output. 
In addition, account has to be taken of the loss (e.g. in 
respect of overhead charges) during the intervals between 
the departure of one worker and the setting-on of another. 
An American investigator has calculated that the total 
turnover cost in industry is on the average about g per 
cent. of the wages cost.j While the percentage naturally 
varies from industry to industry, and between one class of 
labour and another, it is in most cases sufficiently high to 
demonstrate the need for reducing the cost as much as 
possible. 

Some turnover is inevitable, such as that caused by death 
and ill-health ; while the expenditure in training workers 
for higher positions is to be encouraged rather than re- 
stricted. But the expense in connection with hiring, 
temporary loss of output, etc. is a net loss, a reduction of 
which would be of real advantage to all parties. The 
burden cannot be removed by any single remedy, but it 
can be considerably lightened by such means as a better 
industrial training and by an improved system of hiring 
and remunerating the workers. 

Much attention has been given in recent years to 
“scientific management,’ which may be 
defined as that branch of industrial organisa- 
tion which attempts to regulate the methods 
adopted by workmen in the performance of their tasks so as 
to secure a given result for the minimum of effort. It has 
to be distinguished from commercial policy, which is con- 
cerned with the character and extent of production, and 


Scientific 
Management. 


* Cf. P. Sargant Florence, Economics of Industrial Fatigue (1924), 


p. 141. 
{ Quoted in P. Sargant Florence, op. cit. p. 159. 
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from technology which relates to the mechanical agent of 
production.* Scientific management attempts to regulate 
the human factor in industry ; it is based on the study of 
the operations involved in a particular task with a view to 
ascertaining the minimum number of motions and length 
of time necessary for its performance. Motion study and 
time study are therefore integral parts of the system. 
Motion study is undertaken in order to attain economy 
in method ; time study has largely for its object the adjust- 
ment of wages. Obviously scientific management is likely 
to be more successful when applied to manual and repetitive 
operations than in the case of mental and individual tasks. 

As an instance of motion study, one may quote the 
analysis of the operations in the laying of bricks.j The 
height of the mortar box and brick pile was studied, and 
then a scaffold, with a table on which to place the materials, 
was designed so as to prevent unnecessary movements of 
the bricklayer. The scaffolds were made adjustable as the 
wall grew in height, and the worker was spared the exertion 
of stooping down to the level of his feet for each brick and 
trowelful of mortar. “ Think of the waste of effort that had 
gone on through all these years, with each bricklayer lower- 
ing his body, weighing say 150 pounds, down two feet and 
raising it up again every time a brick (weighing about 5 
pounds) is laid against the wall.” 

The same principle is adopted in the factories. Experts 
make careful study of the different operations and attempt 
as far as possible to standardise the motions of the workers. 
The work of each man is planned in advance, and detailed 
instruction schedules are issued to every worker, who is 


* Cf. Sir William Ashley, Scientific Management and the Engineer- 
ing Problem (Sidney Ball Memorial Lecture, 1922) pp. 6-7. 

7 See F. W. Taylor, The Principles of Scientific Management, p. 78, 
for analysis made by W. Gilbraith. 
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told how the task is to be performed and the length of time 
that has to be taken. The ordinary foreman is largely 
replaced by the “‘ functional foreman,’ who teaches the 
workman the proper methods and motions, and ensures 
that the work is performed in the allotted time. Various 
other duties are performed by the “ functional foreman ” 
according to whether he is the “ gang boss,” the “ speed 
boss,” the “ repair boss,’’ the “ route clerk,” the “ instruc- 
tion card clerk,” the “ shop disciplinarian,”’ or the “ general 
inspector.”’ 

The advocate of scientific management maintains that it 

is of advantage to the worker as well as to 
Advantages the employer. He views both the mechani- 
cence cal and the human aspects of the new type 
Management. of organisation, and concludes that there is 

no reason why all classes engaged in produc- 
tion should not benefit from the economies and improve- 
ments in management. The most obvious advantage is the 
additional output that follows a more intensive and better 
directed division of labour, and a fuller utilisation of plant 
and capital resources. A ten to thirty per cent. increase is 
said to be the rule, while a hundred to two hundred per 
cent. increase is claimed to be not uncommon.* This leads 
of course to a fall in the cost of production per unit, and, 
given competitive conditions, the consumer will benefit 
largely by the greater economies in production. 

The increase in quantity is not at the expense of quality, 
for adequate safeguards are imposed ; in many cases the 
quality of the work actually improves. The system is also 
claimed to facilitate the selection of the most efficient 
workers with a view to training them for the higher posts. 
And, since it is no longer necessary to give instruction in 
more than a single highly specialised task, there is a sub- 

* Cf. H. H. Farquhar, Quarterly Journal of Economics, May, 1919. 
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stantial reduction in the cost of labour turnover in terms 
of output. 

In short, scientific management is regarded in the same 
way as scientific machinery. Mechanical innovations have 
developed, in spite of the drawbacks, because they meant 
an economy of effort and a net addition to the community’s 
wealth. Scientific management, it is contended, is equally 
advantageous and no less inevitable. 

“The useful results have hinged mainly upon (1) the 
substitution of a science for the individual judgment of 
the workman ; (2) the scientific selection and development 
of the workman, after each man had been studied, taught, 
and trained, and one may say experimented with, instead 
of allowing the workmen to select and develop in a hap- 
hazard way ; and (3) the intimate co-operation of the man- 
agement with the workman, so that they together do the 
work in accordance with the scientific laws which have been 
developed, instead of leaving the solution of each problem 
in the hands of the individual workman. In applying 
these new principles, in place of the old individual effort, 
to each workman, both sides share almost equally in the 
daily performance of each task, the management doing 
that part of the work for which they are best fitted, and the 
workmen the balance.”’ * 

The increased productivity of the worker, concludes the 
supporter of scientific management, results in higher wages 
and better conditions of employment. Reduction in work- 
ing hours without a fall in the standard of life is thereby 
made possible. The calculation of wage rates, in such a 
manner as to vary with efficiency, guarantees the workers 
against unfair cutting of wages, and is held to strengthen 
the bond of co-operation between the worker and the em- 
ployer. 

* W. Taylor, The Principles of Scientific Management. 
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The critics of scientific management do not, as a rule, 

dispute the purely material advantages of 

eiecerone to scientific management. They admit that, to 

Management. the extent that it intensifies the specialisation 

of function, and standardises the mode of 

operation, it may result in greater output and reduced 

expenses of production per unit. The objections, as will be 

seen from the following, are deeper than mere considerations 

of wealth production ; they are concerned primarily with 
the welfare and status of the worker. 

It is objected at the outset that where scientific manage- 
ment is bound up with efficiency rate of payment, there is 
no necessary connection between a scientific organisation of 
production and the employment of special systems of re- 
muneration. Payment is not made on a satisfactory basis 
of output or effort, and the entire principle is condemned 
therefore as “‘ fundamentally unscientific.’’* From this it 
should not be inferred that ordinary methods of remunera- 
tion are any more “ scientific’’ than the schemes under 
examination. The critic of scientific management and its 
“fancy ”’ systems of payment may be equally opposed to 
the comparatively straightforward methods of remunera- 
tion. He objects to the use of the word “ scientific ”’ in 
connection with the Halsey, Rowan and similar plans,j 
because the term is calculated to give an impression of a 
just reward in accordance with effort and output. 

It was shown in the previous chapter that a drawback 
of such methods of payment is that the worker does not 
get the full benefit of any extra effort the system might 
evoke, and that the application of the “ scientific”” method 
may be very one-sided in its results. But even if the 
intention were to distribute the product fairly among the 


* Cf. G. D. H. Cole, The Payment of Wages, pp. 76-9. 
} See pp. 97-100. 
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employers and the workers, that would not solve the initial 
difficulty of measuring the specific productivity of the 
several agents of production. The claim that scientific 
management would make a just distribution of the net 
product is therefore not warranted. 

Secondly, it is objected that scientific management is 
liable to abuse. The control is entirely in the hands of the 
employer, and the fear is expressed, and in some cases with 
justification, that while the operations of the worker are 
simplified as regards motion and method, the inevitable 
speeding-up soon brings physical exhaustion. Even the 
tending of semi-automatic machinery is conducive to severe 
mental strain, especially where the machine sets the pace. 
Nor is it merely a question of bodily fatigue. Work that 
is subdivided, standardised and repetitive must as a rule 
be monotonous. While some labourers do not appear to 
resent the dull routine, especially if the wages are higher, 
there are others who are more sensitive to the nature of the 
work they are engaged upon, and sooner or later the revul- 
sion they feel towards their mechanical operations manifests 
itself in inferior work, if it does not actually result in 
physical breakdown. 

Thus scientific management, where it is abused, is to be 
criticised from the industrial as well as from the social 
standpoint. In so far as the quality of the worker is 
reduced and his working life shortened, the economic 
efficiency of the community is impaired, and scientific 
management thus defeats its own ends. But perhaps more 
serious is the degradation of the worker from a human being 
to a mere automaton. The opponent of scientific manage- 
ment urges that there is plenty of opportunity for organising 
inanimate things before proceeding to standardise man 
himself. 

Thirdly, and partly arising out of the previous considera- 
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tions, is the objection that scientific management is un- 
democratic in its aims and principles. The workers have 
practically no voice in the administration of the schemes, 
and abuses may go unchecked. Where it is linked up with 
a special system of payment, scientific management is 
criticised for being purely individualist in its appeal, and 
trade unionists fear that the system, if extended, will be 
prejudicial to the principle of collective bargaining, which 
is virtually surrendered where the rates are arbitrarily 
fixed by the employers or their representatives dealing with 
individual workmen. 

The claim that scientific management encourages co- 
operation between employers and employed is strongly 
disputed, the critic maintaining on the contrary that the 
gulf between labour and management is seriously widened. 
For example, the functional foreman, though he may be 
drawn from the ranks of the workers, becomes more identi- 
fied under scientific management with the interests of the 
employers ; and management, it is contended, becomes 
more autocratic than ever. 

It is evident, even from this brief review, that much can 
be said in favour and in criticism of scientific management. 
Yet in a sense there is nothing really new in the idea, for 
improvements in the internal organisation of businesses 
have been constantly effected from the beginning of in- 
dustry. The most elemental division of labour was a form 
of scientific management, and the conditions of to-day 
demand a still further specialisation. New methods of 
organisation, whether they are termed “ scientific manage- 
ment” or not, are being incessantly applied, and it would 
be folly to attempt to suppress them all indiscriminately. 

But where scientific management is carried to extremes 
and the human being is deprived of all feeling of individu- 
ality and power of initiative, the net advantage is not so 
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certain. To measure the success of scientific management 
by the volume of goods produced is not enough, for the 
social loss may more than offset the economic gain. Like 
other forms of invention, scientific management under 
judicious control could be of real benefit to mankind. 
Provided that the necessary safeguards are employed, and 
that scientific management is confined to its proper function 
of securing a given output for the minimum of effort, there 
is no reason why the improved organisation should not be 
to the general advantage. But when one considers the 
use made of scientific management in relation to methods 
of payment, the connection does not seem clear or justifi- 
able. Elaborate organisation and the detailing and 
standardising of tasks do not, of themselves, indicate the 
specific productivities of different workers, and of labour 
as a whole compared with the other factors of production. 
The operation of such schemes has not caused any visible 
improvement in the mode of distribution, while many 
workers have been given reason to suspect the “ science ” 
that lies at the back of these systems. 
With the development of the factory system, the 
personal relationship found in the earlier 
weitare systems of production grew weaker, and 
where the joint-stock company took the 
place of the individual employer, the personal element 
practically disappeared. The employer, whether an in- 
dividual or a company, might provide the workpeople with 
certain amenities, but the extent and organisation of the 
firm became so enormous and complex that the full pro- 
vision and proper administration of these faculties could 
not always be ensured. Recognition of the need for some 
department, concerned with the human, as distinct from 
the profit-making, activities of a business, led to the 
establishment of the welfare department. 
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Welfare work has been defined as the “ efforts on the 
part of employers to improve, within the existing industrial 
system, the conditions of employment in their own 
factories.”* It had been instituted by some employers 
in the late nineteenth century, but it was not until the war 
that it reached its present vogue. The stimulus was 
largely due to the increased number of women taken into 
industry (not that men are excluded from the schemes), 
and to the recognition that even the strictest observations 
of the Factory Acts did not provide really good conditions 
for the workers. 

In 1916 a certain measure of welfare work was brought 
within the Factory Acts, but several employers supple- 
mented the compulsory provisions. The advocates of 
welfare work set out to obtain a higher minimum of comfort 
and other amenities than that enforced by legislation. 
Their motives were not primarily, if at all, philanthropic. 
Many employers frankly favoured the plan because it was 
to their economic advantage. It was recognised that 
better conditions and surroundings improved the workers’ 
efficiency, and that the financial outlay was usually more 
than balanced by the greater output. In America, the 
science of ‘‘ personnel administration ’’ (as welfare work is 
termed there) has secured many adherents essentially for 
this reason. 

The first object of the welfare department is to ensure 
that the working conditions are as safe and healthy as the 
occupation permits. The works must be well ventilated, 
heated, etc., and rest, recreation, games and sports and 
social facilities should be adequately provided. Medical 
and dental services should be freely supplied. (A few firms 
medically examine all workers, but this practice is usually 
deprecated as an unwarrantable interference with the in- 

* Proud, Welfare Work, p. 5. 
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dividual worker’s liberty.) Education, both general and 
technical, should have a place in the welfare scheme, and 
with this should be coupled an arrangement for securing 
promotion for workers qualified to take high positions. 
In many firms the welfare department is empowered to 
engage workers, subject to the final decision of the depart- 
mental manager. Selecting suitable workers is a task 
which is only too frequently left to ill-equipped officials. 
Numerous other activities are added to the scope of welfare 
work, according to the policy of individual] firms. While in 
some factories the operations of the welfare department are 
limited to the securing of discipline and the supervision of 
simple working conditions, in other concerns they go so far 
as to have some voice in regulating wages and hours, and 
in dealing with grievances and discharges. 

Though welfare work has done, and may continue to do, 
good service, its function is necessarily limited. The fact 
that the welfare department is appointed and paid by the 
employer frequently arouses a degree of suspicion in the 
minds of the workers. “Girls object to even a good wel- 
fare supervisor, because they think her goodness will not 
last, and they wonder what her game is.’’* There is a 
feeling among many workers that welfare schemes are 
prejudicial to trade unionism. Rightly or wrongly, they 
suspect a welfare supervisor who does not belong to their 
own class, particularly if she (or he) happens to be related 
to the employer. The fear has also been expressed that 
unless the workers are on their guard, ‘“ welfare’? may be 
substituted in effect for part of the wage. 

The resentment would certainly be justified if welfare 
work were made a disguise for an insidious type of scientific 
management. Whether this suspicion is warranted de- 


* Report of Women’s Conference 1917, quoted in Webb: The 
Works Manager To-day, p. 143. 
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pends on particular employers and circumstances. The 
admission of many employers that they find welfare work 
a paying proposition is not in itself a reason why the 
workers should object to its introduction, provided that 
the scheme is mutually advantageous. But there is always 
the fear that an employer, if he has sole power over the 
welfare department, may use it too much to his own advan- 
tage. It appears desirable, therefore, that the control of 
welfare work should be vested in a body on which the 
workers are adequately represented. 
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WOMEN’S WORK AND WAGES. 


Women have always been engaged in industrial activities, 
though they played a less important part 
before the Industrial Revolution than after. 
In the so-called domestic system of production 
women, besides carrying on the ordinary home duties, had 
assisted the male members of the household in such occu- 
pations as agriculture, spinning and weaving. Frequently 
they were given home work directly by the capitalist 
middleman, and “ outside” employment of women in the 
textile trades and in the mines was not uncommon.* 
With the industrial changes of the late eighteenth and 
early nineteenth centuries, the number of women who took 
up outside employment greatly increased. The introduc- 
tion of the new machinery meant a falling-off in the demand 
for the skilled hand-workers, whose places were taken by 
semi-skilled operatives, many of them women. Male 
workers had to face the competition of women as well as 


Women in 
Industry. 


* The mistake is often made of assuming that there were no 
large-scale enterprises before the eighteenth century, that a 
number of wage-earners were rarely collected under one roof, and 
that practically all employment was domestic. There is ample 
evidence to show that an elementary factory system existed before 
the Industrial Revolution. 
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that of the machinery. The women both gained and lost 
by the new state of affairs. They suffered frequently in 
being subjected to unsuitable employment and unhealthy 
conditions, with serious effects on their physique. On the 
other hand, the transition from the home to the factory 
was sometimes advantageous. Working in a factory, free 
from interruption and with regular hours and intervals, 
was usually found preferable to working in the living-room 
at home. The separation of the home and the place of 
work was, on the whole, a good thing, especially when 
factory legislation regulated working hours and insisted on 
minimum conditions. Women gained also in that they 
secured a greater measure of economic independence than 
was possible when they worked at home. Where in the 
older system the women had joined in the general industrial 
activities of the household, there had probably been no 
direct remuneration at all; where they were employed in 
the home by an outside employer, only part-time wages 
could usually be earned. Under the factory system, full- 
time remuneration—though still pitifully inadequate— 
provided an independence hitherto denied to the working 
woman. 

The nineteenth century witnessed a large addition to the 
number of women working for wages, while the scope of 
their employment also increased. Though industry and 
domestic service absorbed the greater part of women 
workers, new opportunities offered themselves in the grow- 
ing commercial and distributive trades. In July 1914, 
out of a female population (excluding children under Io) 
of about nineteen millions, nearly a third were in employ- 
ment. The proportion increased considerably during the 
war, as is shown in the following table.* 


* Report of the War Cabinet Committee on Women in Industry, 
1919 (Cmd. 135), p. 80. 
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WOMEN IN EMPLOYMENT, 1914 AND 1918. 








In July, 
Numbers of In July, In July, 6 ee é 
Women Working. 1914. 1918. | bree oy 
| numbers in 
July, 1914. 
On their own account 
oras Employers .. 430,000 470,000 | + 40,000 
In Industry .. ake 2,178,600 2,970,600 | + 792,000 
In Domestic Service .. 1,658,000 1,258,000 | — 400,000 
In Commerce, etc. .. 505,500 934,500 | + 429,000 
In National and Local 
Government, includ- 
ing Education se 262,200 460,200 | + 198,000 
In Agriculture.. ae 190,000 228,000 | + 38,000 
In employment of 
Hotels, Public 
Houses, Theatres, etc, 181,000 220,000 | + 39,000 
In Transport .. 18,200 LIZ. 200) | 99,000 
In other, including Pro 
fessional employment | 
and as Home workers | 542,500 652,500 | + I10,000 
Altogether in 
occupations 5,900,000 7,311,000 | 4 1,345,000 














Women are still, in the main, employed in those occu- 
pations with which they have long been associated. The 
above table shows the large proportion engaged in domestic 
service. Of the women in industry proper the textile trades 
employed about two-fifths, while the clothing trade em- 
ployed about three-tenths. Women are specially adapted 
to some of the processes in these trades ; but this is not 
the sole reason for the large proportions found there. 
Women have been, and still are, excluded from certain 
occupations, and they tend therefore to concentrate in 
those industries and callings to which there is free access. 
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Employments may be roughly classified according to 
whether they are (a) men’s, (b) women’s, and 
oo (c) composite. Those trades which involve 
Trades. strenuous muscular work are usually con- 
fined to men, though exceptions unfortun- 
ately are not as few as one would like. Similarly, men are 
predominant where a long period of training is necessary 
to secure the necessary skill, women as a rule not being pro- 
vided with such training. Those occupations in which the 
work is of a comparatively light character tend to employ 
a large number of women. Where delicacy of touch is an 
important requisite, women are often more efficient than 
men. The third class of occupation is that which has 
processes, more or less similar, carried out by both men and 
women. The actual competition between men and women 
on identical tasks tends, however, to be over-estimated, for 
where they are in the same trade they are usually engaged 
on somewhat different, though allied, processes. In the 
cotton spinning trade, for instance, the men are employed 
on the “ mules,’ while the women tend the “ring spin- 
ning’’ machines. The real competition is encountered 
where a woman, usually assisted by a labour-saving device, 
carries out in a new and cheaper manner the task hitherto 
performed by a man. 

Apart from natural inclinations and abilities, the line 
between men’s and women’s occupations is very arbitrary. 
It may be fixed by legislation which prohibits, for example, 
employment of women in mines, or night employment of 
women in factories. Custom and prejudice also restrict 
the sphere of women’s employment, though these barriers 
seem gradually to be weakening. In addition, there is the 
obstacle imposed by many men’s trade unions, the members 
of which are actuated more by a desire to maintain their 
standard of life than by prejudice alone. It is significant 
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that women are commonly employed in relatively new 
occupations in which men have been unable to secure vested 
rights. Certain kinds of clerical work on the railways are 
confined to men, though somewhat similar duties are per- 
formed by women in commercial and distributive concerns 
which have sprung up since the railways. Such restrictions 
tend to swell the number of women in the “ free”’ occupations, 
often with ill effects on their wages and conditions. 

The table* on p. 127 shows the distribution of men and 
women in the different trades in July 1914, and July 1918. 
It will be observed that before the war the textile and 
clothing trades employed more women than men, whereas 
in the metal trades the proportion of women was little 
over one-tenth. 

During the war these proportions changed ; the actual 
number of women declined in the textile and clothing trades 
(though the percentage increased), but more than trebled 
in the metal trades. . 

In ordinary times, it is found that the proportion of men 
to women remains fairly constant where the rates of pay 
are not differentiated according to sex. In the cotton 
industry, the trade unions have realised the wisdom of 
pressing for and securing equal rates—in the interests 
not only of the women, but also of the men, whose standard 
of life is thus protected from undercutting. On the other 
hand, where women receive lower rates than men, the 
proportion of the former tends to increase. 

Apart from the cotton and a few other trades, the average 

rate of women’s remuneration is considerably 


Men's and lower than men’s. The Board of Trade 
Women’s : Lo Oe A 
Wages. inquiry into wages in 1906 showed that the 


weekly earnings of full time workers in the 
four principal divisions of industry proper were as follows : 
* War Cabinet Report, p. 81. 
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RELATIVE WAGES IN 1906. 
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The money wages have, of course, appreciably changed 
since the date of this inquiry, but the proportions are still 
significant. The textile trades show the best relative 
wages for women, though the average rate for all textile 
workers is less than in the other trades, except clothing. 
The wages for men in the cotton trades are lower than in 
the engineering trades, due, toa certain extent, to the smaller 
number of women in engineering. Where the main in- 
dustry in a district is confined very largely to men, the rate 
of pay for women tends to be low; hence the slender 
earnings of women in agricultural and smaller urban dis- 
tricts. The War Cabinet Committee summed up the 
general tendencies governing pre-war wages for men and 
women in the following terms : 

“As a rough generalisation it would be true to say that 
the higher earnings of women as well as the closer approxi- 
mation to the earnings of men were found in those trades 
which were paid on piece and in which the work done by 
men and women was most similar, while the low rates and 
the greater disparity occurred in the male occupations in 
which women provided only subsidiary and subordinate 
services, being classed in fact with boys and lads. Women 
get low wages when working at the bottom of industries 

SOC. ECON. 9 
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that are mainly male, and men get high wages when 
working at the top of industries that are mainly female. 
Taking all classes together, the 1906 figures given above 
show the average earnings of women to have varied from 
a little over half those of men in the textile industries, 
where their work was most akin, to three-eighths in the 
metal industries, where it was probably most differenti- 
ated.”’* 

An unofficial estimate of the wages in Ig1I2 gives 
tos. 104d. for women and 25s. gd. for men.f The average 
woman’s wage in 1914 was probably two or three shillings 
higher. For that year ‘“‘ 3d. an hour may be called a 
normal time rate for female labour, 5d. for unskilled male 
labour, and 64d. or 7d. for all male labour.’’} 

Turning from industry proper to other occupations, it is 
shown that in domestic service the real wages of women 
were slightly higher, the proportion to men’s work for 
similar service (where comparable) being about one half. 
In the distributive trades, the work being more similar, the 
inequality of wages was rather less, the women getting 
two-thirds or three-quarters of the men’s wage. In 
teaching and professional work there was the nearest 
approximation to equality, though even here the difference 
was appreciable. § 

A study of women’s wages must have reference to 

artificial and traditional restrictions on their 
Reasons for employment, which, although weakening with 
Ie Pee the progress of time, are still far from negli- 
Wages. gible. On the other hand, there are certain 

characteristics of female labour which make 
it unlikely that the remuneration willSever be as high as 
men’s, except in those occupations for which women seem 


* War Cabinet Report, p. 67. + Report, p. 68. 
+ Labour Year Book, 1916. § Ibid., p. 69. 
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peculiarly suitable. The main causes of the low rates of 
payment to women may be briefly indicated. 

(i) Less physical strength. The fact that women are on 
the average physically weaker than men 
prevents them from performing arduous 
tasks, and helps to concentrate them in 
occupations of a lighter character. The difference in 
physical application is specially marked in those cases in 
which women have to distribute their energy over domestic 
duties as well. Female labour is not generally as regular 
and stable as male labour. 

(ii) Insufficient training. The absence of adequate 
training frequently makes it impossible for women to 
undertake superior work. Tradition and the expectation 
of marriage are largely responsible for the lack of training, 
and a woman’s application while at work is influenced to 
a certain degree by the knowledge that her years in the 
factory or office are, as a rule, of a “‘ meantime ”’ character. 
Yet the influence of possible marriage must not be over- 
rated, for a long period of apprenticeship in the textile 
trades, dressmaking and millinery, etc., is not uncommon. 
It is the quality rather than the length of training that is 
insufficient ; some so-called apprenticeship is merely a 
means of securing cheap labour. 

(iii) Lack of organisation. It is indisputable that men’s 
wages have in many cases been raised through effective 
organisation, and that the absence or inadequacy of 
women’s unions is directly responsible for much of the 
underpayment that still exists. Here again, the inciden- 
tal manner in which many women view their work presents 
an obstacle. A further difficulty is presented by the large 
number of home workers, who are in some cases almost 
impossible to organise. But trade unions are often 
handicapped because of the low wages; experience of 


(a) Conditions 
of Supply. 
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statutory minima has amply demonstrated that once the 
worker is provided with the prime necessaries of life he or 
she is in a better position to build up an efficient organi- 
sation and raise the wage still further. 

It has been previously noted that men’s unions in several 
cases impose restrictions, which help to drive women into 
occupations in which an old-established union of male 
workers does not exist. Organisation of women is doubly 
necessary, if they are to receive fair treatment in the closed 
trades, and prevent the employers from taking advantage 
of their crowding into the other occupations. The number 
of women in trade unions increased from 10,000 in 1876 to 
360,000 in 1914. During the war, the membership in- 
creased to over a million, though in the subsequent years 
of depression there was a certain falling-off. 

(iv) Less mobility. While the mobility of male labour is 
far from perfect, it is, on the whole, easier to secure than 
that of female labour. Women tend to become more 
“settled ’’ than men, and to be more influenced by personal 
and sentimental ties; their freedom to move about the 
country is also more restricted. This relative immobility is 
largely the reason why a shorthand-typist may get a much 
higher wage in one part of the country than in another. 

(v) Lower subsistence and fewer dependants. It is true 
that the average working woman spends less on means of 
sustenance than the average working man. But it is 
equally true that the difference in their expenditure does 
not measure the difference in their needs. The popular 
conception that the woman requires less is mainly attri- 
butable to the fact that she has been compelled by 
circumstances to do with less. And when one considers 
the amenities of life which are more “‘ necessary ”’ to women 
than to men, the difference between the respective standards 
of comfort becomes very small. Also, though the average 
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male bread winner has more dependants, the number of 
women who have only themselves to keep tends to be 
magnified ; the percentage of women with aged parents 
and others to maintain is higher than often supposed.* 
But, in any case, as was shown in the discussion as to 
the theoretical determination of wages, it is productivity 


* There is considerable difference of opinion as to the actual 
extent of women’s responsibility for dependants. In 1919, Mr. 
Seebohm Rowntree and Mr. F. D. Stuart made an inquiry into 
the question, investigating conditions in eleven towns. The follow- 
ing table, taken from The Responsibility of Women Workers for 
Dependants (1921), shows their conclusions. 














Total Women wee Percentage 
A Workers [n- 1) Orkers | of total women 
ge groups. orkers ath UM eacene 
investigated. alee | workers. 
18-20 4,970 369 | 7-42 
21-25 4,503 464 | 10.32 18.79 
26-30 1,843 297 eekOs te 
31-35 685 166 | 24.23 
30-40 725 203 | 28.00 > 19.5 
41-50 584 114 | 19.54 
51-60 227 206 |, tt45 
over 60 100 6 6.0 
Total 13,637 1,645 | 12.06 














With special reference to adult dependants, the results work out 
at an average of 0.17 of an adult dependant per working woman. 
On the other hand, the inquiry of the Fabian Women’s Group 
showed that 51.13 per cent. of the women workers had dependants, 
each woman supporting on the average 1.75 of an adult. The dis- 
similarity of the results is doubtless due to the different standards 
taken and to the different methods of inquiry and calculation. 
Further, both investigations were limited in scope and area, and a 
more comprehensive survey is necessary before satisfactory results 
can be obtained, 
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rather than needs that determines the rate of remuneration. 
The married man with a family has a greater need than a 
bachelor, but his wages are not governed by this consider- 
ation. Similarly, while the lower needs of women may be 
a contributory factor, it is not the only, or even the main, 
determinant of their remuneration. 

(vi) Subsidy to earnings. Though the number of “ pocket- 
money ”’ workers is liable to exaggeration, it should not be 
ignored. Some women take up employment in the office 
or factory, not primarily to earn the maximum possible, 
but to escape from domestic work or merely to have 
“something to do.” In the absence of safeguards the 
wages tend to be depressed where a proportion of the 
workers do not regard their remuneration as the main 
object. Even where the woman living with her parents 
pays the equivalent of her board and lodging, there is really 
a form of subsidy in so far as she finds the cost much less 
than if she were independently supporting herself. The 
competition of married women whose husbands are earning 
relatively good wages is a more serious matter, particularly 
where there is unemployment among single women capable 
of doing the same work.* Some employers, especially 
education authorities, have gone so far as to dismiss the 
married women employees (where the husband was earning 
sufficient money) in order to relieve unemployment among 
the unmarried women. 

So far, the conditions of supply of female labour have 
been considered, but the conditions of demand are equally 
important. 

* A recent inquiry into women’s employment in the principal 
trades of Worcester showed that the number of unemployed single 
women was approximately the same as the number of employed 
married women whose husbands were earning sufficient wages: to 


secure a decent standard of comfort. Doubtless the conditions of 
Worcester are exceptional, but the fact is not without significance. 
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(i) Nature of work. To the extent that women are em- 
ployed in occupations that require less skill 
and responsibility, they necessarily in the 
present system receive a lower rate of remune- 
ration than men. Women in industry tend, with notable 
exceptions, to perform subordinate tasks, including the 
operation of semi-automatic machinery. This is largely due 
toinsufficient training and other peculiarities indicated above. 

(i) Greater expenses of employment. Many employers 
have attempted partly to justify, or at least to explain, the 
relatively low wages of women, on the ground that the 
Factory Acts and other conditions make it comparatively 
expensive to employ women. Capital has to be expended 
in fencing machinery, providing rest rooms, etc., which are 
not so imperative where men are employed. This argu- 
ment, however, is slight vindication of the lower rates of 
pay, because an increase in the nominal expenses is usually 
accompanied by a reduction in real costs. The efficiency, 
and therefore the output, of the women workers is increased, 
and, quite apart from the humanitarian motives, the extra 
outlay in providing these safeguards and amenities is 
more than justified on economic grounds alone. Where, 
however, the inferiority of women’s labour means greater 
expense in overhead charges (such as the cost of providing 
more workshop space, or setting up more machines), a 
certain deduction has to be made before arriving at the 
net cost of the output. 

(ui) Lack of appreciation. Not only do men frequently 
under-rate the economic services of the other sex, but women 
themselves tend, on the average, to undervalue their own 
work. This largely arises from the incidental view taken 
by most women of their employment. The War Cabinet 
Committee quote in their Report* the opinion of different 

ee 70: 


(6) Conditions 
of Demand. 
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witnesses to the effect that working women ask and expect 
little for themselves ; that while women are more sensitive 
than men to factory conditions and environment, they are 
not in general concerned as much about their wages. “ An 
experienced trade unionist stated that one reason against 
paying equal time rates to women was the fact that women 
themselves did not expect it.’”’ This under-estimation on 
the side of supply is accompanied by a similar lack of 
appreciation on the side of demand. Employers, especially 
before the war, have failed to realise the potentiality of 
female labour, and this has naturally affected the remunera- 
tion they offered. The war was a revelation to many 
employers, who are now more appreciative of women’s 
economic value than formerly. 

(iv) Less demand. Arising from these and other con- 
siderations is the essential reason that women are less in 
demand than men. The restricted number of occupations 
to which women have had access has been shown to be a 
serious factor in governing their remuneration. For reasons 
of both custom and efficiency, employers prefer to em- 
ploy men, unless there is an obvious advantage to be gained 
from the employment of women. The employers find this 
advantage, as a general rule, in the lower wages which 
women are prepared to accept. While men do not always 
get in wages the real worth of their services, their re- 
muneration approximates more closely to the value of the 
specific output than do the wages of women. 

The principle of ‘‘ equal pay for equal work ” has secured 

many adherents among men as well as women 

oun = workers. Though supported by the Majority 

Work.”’ of the War Cabinet Committee,* it was 

rejected by Mrs. S. Webb, the author of the 

Minority Report, but only on the grounds that there is 
+ See Appendix B. 
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no generally accepted meaning of the formula, and that 
evasion is SO easy. 

It has been variously taken to imply (1) equal pay for 
equal effort and sacrifice, (2) equal pay for equal product, 
and (3) equal pay for equal value to the employer. The 
first interpretation is necessarily very inexact, for effort 
and sacrifice cannot yet be properly measured ; and if they 
could be estimated, it is a very doubtful principle to work 
upon, for labour may turn out to be fruitless, through no 
fault of the worker himself. Some men workers take this 
view of the principle, without troubling to discover its 
precise meaning, simply because they believe it would keep 
women out of industry. 

The second interpretation of the formula is more common. 
The amount and quality of the output are taken as the 
measure, irrespective of the efforts and sacrifice made by 
the different workers. A good example of this is found in 
the cotton-weaving trade where there are equal piece rates 
(not time rates) for men and women. There is much to be 
said for the principle of equal pay for equal product, 
especially if the workers are not at a disadvantage in 
bargaining power. If the workers’ organisation is weak, 
the principle is liable to deteriorate into one of individual 
bargaining, and result in the undermining of the standard 
rate. 

The third interpretation comes from the employers’ side. 
The output per worker, it is maintained, is not a satisfac- 
tory index of value to the employer, for, in so far as the 
employment of women involves higher standing charges for 
interest on plant, depreciation, rent, supervision, etc., the 
net value of women’s output is diminished. Thus even the 
piece rates would have to be differentiated to this extent. 
Evidence is quoted in the Report to show that, if equal 
piece rates are paid, ‘women will be ousted from the 
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factories because their output is practically one-third less.”’ 
It is stated, however, that in many factories women are 
paid by the day in order to prevent the question of differ- 
ential piece rates arising.* Another argument in favour of 
lower rates is the inferiority of women in emergency, 
men being more capable of dealing with a breakdown, or 
taking up external duties as occasion requires. This 
objection diminishes in importance as the specialisation 
of functions becomes more intense. With the develop- 
ment of special repair and emergency sections, it becomes 
unnecessary for the worker to undertake extra tasks, even 
where he or she is capable of performing them. 

Apart from the ambiguity of the formula, a serious 
obstacle to its general application is the comparative ease 
with which it can often be evaded. One method, the pay- 
ment of women on a time basis only, has been mentioned. 
Another device is the deliberate “‘ de-grading’”’ of tasks 
on which women are exclusively employed. The slightest 
difference in the nature of women’s employment is taken 
to justify the payment of a lower rate, and the absence of 
male workers on the identical task makes protest in-. 
effective. 

Nevertheless the doctrine of ‘‘ equal pay for equal work ” 
is not without value, and might be re-worded so as to secure 
less ambiguity. The National Federation of Working 
Women translate it into ‘‘ equal pay for the same job,’’} 
and though this phrasing is not as “ watertight’ as one 
would like, it is more definite and leaves less opportunity 
for evasion than the older formula. The adoption of the 
essential principle would, on the whole, benefit men as well 
as women, for the displacement of men by under-paid 
women would undoubtedly diminish. 


* Report, pp. 269-7 
7 Cf. B. Drake, Women in Tvade Unions. 
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The nineteenth and twentieth centuries have witnessed 
a growing acceptance of the principle of a 


Women’s national minimum. The State compels 
Ware. certain minimum conditions in the factories 
National and shops; it enforces minimum periods of 
Minimum. test by restricting the working hours; in 


recent years it is tending increasingly to 
fix minimum rates of wages. The early legislation dealt 
with women more than with men, though the restrictions 
on the employment of one class of workers necessarily 
affect the other workers. The limiting of women’s 
working hours, for example, indirectly served also to 
cut down the men’s working day, especially where both 
sexes were employed in one factory, and where it would 
have been uneconomical for the machinery, heating, etc., 
to be kept going for only a portion of the workers. 

The possibilities and difficulties of a national minimum, 
equally applicable to everybody, were considered in Chapter 
IV., and it is not necessary to repeat the economics of the 
problem. The further question arises, should the minimum, 
whether for the industry or for the nation, be identical for 
both sexes? Since the national minimum is designed to 
prevent a person’s income from falling below subsistence 
rather than to raise it to provide a decent standard of life, 
the question resolves itself into the respective requirements 
of men and women. 

If it is admitted that a woman requires as much as a 
man—taking all necessary expenditure into account, not 
only outlay on food—there is a strong argument for equal 
minima. Mrs. Webb denies that “ there is any recognisable 
difference between the necessary cost of maintenance in 
health and efficiency of a man of 21 and of a woman of 21.’’* 


* War Cabinet Report, p. 274. 
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If, on the other hand, the needs of the two sexes are demon- 
strated to be different, the minimum rates, so far as they 
can be said to depend on needs, might vary accordingly. 
Actual wages, however, are not determined by needs to the 
extent that this argument would imply. As already shown, 
the factors determining wages are numerous, and the only 
part played by subsistence is to fix the lower limit. But it 
happens occasionally that women workers are subsidised 
from home or do not view their wages as the first consider- 
ation. They may be willing to accept less than the 
minimum subsistence wage, and so depress other women’s 
wages. The national minimum would serve a_ useful 
purpose here. 

So far the problem of family obligations has been ignored. 
Even if a man consumed no more than a woman, it is un- 
deniable that, making all allowance for the large number of 
women who have dependants, the average man has a larger 
number of persons to support than the average woman. 
The dependants are to a small extent adults, to a large 
extent juveniles. The support of the adults, contends the 
writer of the Minority Report, should not necessarily be a 
private function ; the State already recognises its obliga- 
tions of this character, and embodies them in the Old Age 
Pensions Act and the Insurance Acts. The principle, it is 
urged, should be further extended. With regard to chil- 
dren, an essentially different method from that of to-day 
should be adopted. There might be a central fund consisting 
of employers’ contributions and Government grants, out of 
which the worker’s income would be made up according to 
the number of dependent children. Or the State might 
adopt the more courageous plan of direct endowment of 
motherhood, and bear out of taxation the social responsi- 
bility for the children. This and allied schemes are 
considered below. 


ee 
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The writer of the Minority Report speaks for a growing 
_ body of opinion in suggesting the adoption of 
a anew or supplementary method which would 
to Needs. make the occupational rates correspond more 
than they do at present to relative efforts 

and needs. 

“Tt seems that the problem is not to be solved merely 
by an adjustment of the relative rates of wages of men and 
women respectively. Men and women in industry are, in 
fact, ceasing to be distinct classes, even if they ever were, 
and are more and more becoming merged in the armies of 
the skilled and the semi-skilled, each of them divided into 
numerous sectional grades. The great majority of the 
organised women workers are members, not of women’s 
trade unions but of trade unions common to both 
sexes, either “‘ skilled’”’ or not. It is already plain that 
the internecnine struggles of the trade union world 
will take the form, not so much of conflicts between men 
and women workers, as of the rivalry between the sections 
classed as skilled and those classed as “ semi-skilled,”’ 
largely irrespective of sex. It appears to be indispensable, 
alike to stability and to the prevention of unrest, that the 
chaos of earnings should be reduced to some sort of order. 

“There is now a widespread recognition of the paramount 
importance of providing for needs. The physiological needs 
of adults may differ according to the character of the work 
—the steel-smelter, for instance, may require more food 
than the agricultural labourer—but no worker needs ten 
times as much food as another. The housing requirements 
of various sections of workers may differ ; but the essentials 
of a home, including a suitable environment for the next 
generation, are common to all families. Democracy im- 
plies a common standard of education and manners. 

“T conclude therefore, that the basis of any general 
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adjustment of occupational rates must assume the form of 
a closer correspondence of the several rates to the efforts 
and needs of the various sections.’’* 

The way in which the closer correspondence between 
occupational rates and relative efforts and needs can be 
effected is subject to a variety of opinion. Some would 
make the maintenance of dependants an industrial charge ; 
others would make it a social charge. Of the two the 
second seems more feasible and practicable. But whatever 
line of thought one follows, one must recognise the deficien- 
cies in the present system of remuneration. The subject 
needs careful and thorough investigation before a reason- 
ably satisfactory scheme can be evolved. Some would go 
further and urge that no doctoring of the wages system can 
ever bring a real remedy, short of a surgical removal of the 
wages system itself, which would involve more than the 
mere overthrow of the capitalist order of production. 
State Socialism, in the eyes of these critics, would not of 
itself entirely remove the differences of remuneration, 
unless it was accompanied by adequate public subvention 
of family needs. 

The question of direct State assistance to wage earners 
with dependants has come into prominence 
State during the past few years. In some countries 
Subvention : : : sas aie 
to Families. | the motive has been primarily militarist : 
people are to be induced to rear larger 
families mainly in order to provide an adequate 
potential army against the contingency of war. In 
other countries, the object has been more humane, it 
being recognised that the present wages system makes 
inadequate provision for a large proportion of the popu- 
lation, and that there is a social obligation for the 
maintenance of dependants, if the wage earner is in receipt 
* War Cabinet Report, pp. 294-5. 
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of insufficient income. Many urge, also, that women who 
go out to work in order to provide for their children should 
receive sufficient help from the State to make it un- 
necessary for them to be wage earners at all. Thus there 
are two proposals, (a) the endowment of motherhood, and 
(5) pensions for mothers. f 

National endowment of motherhood is advocated as a 
way out of the difficulty noted in the previous pages. 
Different workers have different family needs. Yet to 
differentiate wages on this basis (assuming for the moment 
that such a scheme were possible) would tend to encourage 
the employment of those with relatively few dependants 
in preference to workers whose needs were greater. 

Family endowment, it is claimed, would not only 
prevent this insidious competition between those with few 
and those with many dependants, but it would improve 
the position and remuneration of women in industry, for 
the excuse that their needs are less and therefore their 
wages should be lower, would lose much of its weight. 

The Family Endowment Committee, for example, propose 
that the State should make grants to mothers of families 
similar to the separation allowances during the war. The 
sums proposed are 12s. 6d. a week for the mother, 5s. for the 
first child, and 3s. 6d. for each other child. It is estimated 
that the annual cost would be £144 millions if endowment 
ceased at the age of five, £240 millions if it were extended 
to the age of fifteen. A scheme on these lines is supported 
by other women’s associations. 

Many labour organisations, however, while sympathising 
with the principle, doubt the practicability of family en- 
dowment in the present system, and urge that main efforts 
should be directed to raising men’s wages sufficiently to 
maintain a family without necessitating the wife going out 
to work or engaging in home employment. A criticism from 
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another standpoint is that indiscriminate endowment 
would unduly stimulate the growth of population, for the 
check imposed by the desire to maintain the customary 
standard of life would be weakened, if not altogether 
removed. This difficulty cannot be ignored; yet it is 
doubtful whether the danger is not exaggerated, for it is 
common experience that an increase in material well-being 
does not necessarily bring about a greater population. The 
largest families are not reared by parents who are affluent ; 
nor are small families an index of small incomes. 

The War Cabinet Committee did not support the proposal 
for the endowment of motherhood, but definitely recom- 
mended the granting of pensions “‘ to widows and to deserted 
wives with children, and to the wives with children of men 
physically or mentally disabled.”’* Pensions for widowed 
mothers are more widely favoured than endowment of 
motherhood, and are now provided in this country on a 
contributory basis.t Such pensions should not only 
benefit the widow and her children, but in so far as they 
reduce the supply of female labour they should help to 
raise the wages of other women workers. But whether 
the assistance takes the form of motherhood endowment 
or of widows’ pensions, the amount ought to be sufficient 
to make it unnecessary for the mother to undertake paid 
employment. Some would propose that a definite con- 
dition of this assistance should be the entire withdrawal 
from the labour market. 

Foreign experience in these matters is very instructive. 
In France, for example, a large number of private firms 
have formed associations for the purpose of granting 
family allowances. Each firm pays a specified sum into a 
common pool, the share being determined by the size of 
the firm. An attempt to make these provisions compul- 

* War Cabinet Report, p. 179. * See below, pp. 343-5. 
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sory by law was defeated mainly because the employers 
preferred to conduct the schemes on a voluntary basis. 
Many of the French workers are not enamoured of this 
form of family allowance, for they fear, with a certain 
justification if past experience is any guide, a correspond- 
ing reduction in the basic rate of wages.* 

Pensions for mothers have been adopted in several 
countries, notably New Zealand, South Africa, the majority 
of the Provinces of Canada and the States of Australia, 
Denmark, and over forty of the States of America. The 
recent concessions in this country have been long overdue. 


Though an ever increasing proportion of the country’s 
products are turned out in the factory, the 

ae one amount produced in the homes is still con- 
siderable. In 1914 there were over 14 million 

home workers, most of whom were women. The problem of 
the home worker does not arouse the same interest as that 
of the factory worker, partly because of the disparity in 
numbers, partly because there is practically no organisa- 
tion and no means of common expression. Trade unionism 
is facilitated and stimulated when many workers are col- 
lected under one roof ; statement of discontent and move- 
ments to improve their lot are easier when the workers are 
already concentrated. But the position of the home 
worker is little different from what it was a century ago. 
Though sweating is not yet altogether eliminated from the 
factory and the workshop, conditions there are rosy com- 
pared with those prevailing among many of the outworkers. 
The supply of home workers has certain peculiarities 
which help to depress their conditions and remuneration. 
The work done in the homes is not necessarily unskilled or 
semi-skilled. Some home work in the tailoring trade is 


* Trades Union Congress and the Labour Party, Motherhood and 
Child Endowment. 
SOC. ECON. tO 
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distinctly skilled in character, but there are so many women 
who possess the necessary ability that the pay tends to be 
very low. Frequently the married outworkers have 
acquired the necessary skill in the factories before they 
married. Any tendency for the skilled work to be better 
rewarded than the average is thus offset by ample supplies 
of the requisite labour. 

Housewives find home work attractive in that little 
regularity is required. They are prevented by domestic 
duties from undertaking factory work with its regular 
hours, but welcome the opportunity of earning a little 
during odd hours, which in the aggregate may be nearly, 
if not quite, as numerous as those worked in a factory. 
Since the time spent on outwork is irregular, and not sub- 
ject to supervision, the manner of payment is necessary 
by piece. Where the outworker is not fully dependent 
on her own earnings, the rate of payment is liable to be 
under-cut. All these factors contribute to make the 
supply of home workers plentiful and cheap. 

While the wages of men are kept low, there will always 
be the temptation, and sometimes the dire necessity, for 
women to undertake work in their own homes. Inquiry 
into their conditions and remuneration shows that under- 
paid home work among women is very common in districts 
where the low wages of the male earners make it almost 
imperative for the wife to earn something in addition ; on 
the other hand, where the husband’s wages are fairly high, 
women will not undertake home work unless it is relatively 
well paid.* Thus there is a closer relation between men’s 
wages and the payment for women’s home work than is 
evident on casual inquiry. 

The nature of the demand for home workers also calls 
for special consideration. Many of the products that 

* Vessellitsky, The Home Worker, p. 4. 
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can be turned out by hand in the homes are capable of 
being produced by machinery in the factory. Competition 
with the machine thus reduces the wages of the home 
worker. Factory work is better organised, and the pro- 
ductivity of the inworker is naturally greater than that of 
the outworker. Ifthe rates of payment were the same, the 
employer would prefer to rely entirely on factory work. 
The home worker has to accept lower wages if she is to 
secure work at all. 

Home work is more common in those industries in 
which there is a seasonal demand. A manufacturer is loth 
to construct a large factory which will not run to full capacity 
for more than a few months a year. He prefers in these 
circumstances to have a relatively small factory, just 
sufficient for the average or even less than the average 
demand, and to depend largely on home workers during 
the busy season. He thus economises in standing charges 
during the slack months, and gets his extra labour very 
cheaply during the busy months. 

Competition from the machine and the inworker has 
already been mentioned. There is another form of com- 
petition which helps to depress rates of pay in certain 
classes of work, namely, competition from the consumer. 
In the blouse trade, for example, the ability of many of the 
customers to make up the articles compels the manufacturer 
to cut down his price or find his sales reduced. A customer 
who prefers to make a blouse or similar article rather than 
pay a certain price does not asa rule reckon up the labour 
cost to herself with the precision that would be necessary 
if the labour were directly paid for. The outworker and 
the factory worker have to compete therefore with the 
customer, who may be unable to pay a proper price for 


the article because she herself is in receipt of insufficient 
income. 
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So far the Trade Boards, with certain exceptions, have 
made inadequate provision for the home worker. The 
difficulties are rendered more intense by the ignorance of 
many outworkers of the true value of their services, and, 
where this is known and specified rates are laid down, by 
their willingness to accept less than the scheduled rate for 
fear of not being ermployed at all. The position needs 
urgent remedy, not only in the interests of the outworkers 
themselves, but for the sake of those factory workers 
who find too frequently that their wages are depressed by 
the competition of the home workers. Thus the outworker 
is sweated because of the inworker’s higher efficiency, the 
inworker is in danger of being sweated because of the 
outworker’s lower demands.* 

* See Report of Committee on Home Work, 1907. 
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THE TRADE UNION MOVEMENT. 


Various aspects of trade unionism are discussed in differ- 

ent parts of this book, and the following 

omen pages attempt to indicate only the salient 

Unions. features of the movement* In order to com- 

prehend the functions and methods of the 

-trade union and the place it occupies in the labour move- 

ment, it is necessary to have some knowledge of its de- 

velopment, for in no other branch of Social Economics is 

a historical survey more indispensable to a proper under- 
standing of the subject. 

Trade unionism of a kind may be traced back long 
before the Industrial Revolution. Though the modern 
union has no direct link with the early gilds, it bears a 
certain resemblance to the journeymen’s fraternities which 
were an offshoot of the gilds. But it was not until the 
industrial changes of the eighteenth century that the 
need for workmen’s combination became pronounced and 


* Space does not permit of more than a short sketch of the trade 
union movement. The most comprehensive statement of its origin 
and development is contained in S. & B. Webb’s, History of Trade 
Unionism (1920 Edition). The same authors’ Industrial Democracy 
(1920) is an admirable inquiry into the principles and methods of 
trade unionism. G. D. H. Cole’s Organised Labour (1924) gives an 
up-to-date account and a useful analysis of the movement. 
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that any large organisation was possible. The Industrial 
Revolution substituted the machine tender for the skilled 
craftsman, and with the competition of the machine on 
the one hand and the unskilled and semi-skilled worker 
on the other the average wage fell very low. Working 
conditions degenerated to a state rarely found in the earlier 
domestic system of production. The fact, however, that 
the workers were now collected in large numbers in the 
towns and factories made expression of discontent and 
schemes for reform more possible than when the workers 
were scattered over the country and working in their own 
homes. ‘“‘ Correspondence societies”? and other forms of 
workers’ combination sprang up in most industrial dis- 
tricts, and began to press for better treatment by the new 
capitalist employers. 

Parliament at the time was hostile to these unions, and. 
several Acts were passed making combination illegal in 
particular trades. This legislation was followed by the 
general Combination Acts of 1799-1800, which forbade the 
establishment of unions in any trade. Workers who joined 
the unions were to be severely punished. Technically, 
combination of employers against the workers was also 
forbidden, but very little action was taken to enforce this 
prohibition, whereas the penalties against the workmen 
were rigidly enforced. Several trade unions, despite the 
illegality, helped to conduct the agitation for the repeal of 
the repressive legislation. These endeavours, together with 
political strategy, secured the repeal of the Combination 
Acts in 1824-25. Theoretically the unions were permitted, 
but they were still liable to prosecution for conspiracy in 
the event of strike action. The number of unions and 
members quickly increased, and the early ’thirties wit- 
nessed experiments in trades unionism, which differed 
from ordinary trade unionism in that attempts were made 
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to bring the workers in all industries into a single national 
organisation, instead of combining them in separate 
unions for particular crafts or industries. 

The Grand National Consolidated Trades Union, formed 
in 1834 under the influence of Robert Owen and his follow- 
ers, comprised nearly a million workers of both sexes in 
most of the trades of the country. It was expected that 
“direct ’’ strike action would bring about the desired 
changes in society. The union came to naught, however, 
and the workers concentrated their attention on Chartism, 
which was political rather than industrial in character. 
The Reform Act of 1832 had enfranchised the middle 
classes but not the mass of wage-earners, and the latter 
saw in the “ Six Points’ of the Workers’ Charter (vote by 
ballot, payment of members, etc.) an opportunity for ex- 
pressing their grievances and demanding redress. The 
Chartist movement failed to secure any immediate and 
tangible benefit, and the workers, disheartened for the time 
with revolutionary policy on the one hand and political 
action on the other, turned their activities to less ambitious 
and more cautious and opportunist methods. 

The “slow but sure” policy, which was predominant 
for the next twenty years, found its first 
expression in the Amalgamated Society of 
Engineers which was established in 1850. 
This union was on a national basis ; it established a thorough 
apprenticeship scheme, and laid stress on the friendly 
benefit side of trade union function. Only skilled engineers 
could join this union, owing to the policy of the leaders and 
to the high contributions that had to be paid. The A.S.E. 
provided the “ new model ”’ for subsequent unions, notably 
the Amalgamated Society of Carpenters. Caution was the 
watchword of the leaders, many of whom had suffered in 
the revolutionary period of the “ hungry ’forties,” and who 
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preferred to build up the new organisations on firmer 
grounds. Elaborate machinery for conciliation and arbi- 
tration was set up in many industries, and only in extreme 
instances was there resort to strike action. Apart from 
the leader’s distrust in militant methods, a partial reason 
for the comparative unimportance of strikes during this 
period was the vague idea prevalent at the time, and one 
which was encouraged by the orthodox economists, that 
an increase in the wages of one class of labour would most 
probably be at the expense of another class. The theory 
of a “ wages fund ” (the fallacy of which was examined 
in Chapter III.) was employed as an argument against 
trade unionism even by some of the professed friends of 
labour, and it is not surprising that some trade unionists 
themselves were imbued with the idea. 

All this conspired to make the new trade unions 
distinctly conservative in policy and methods. The leaders 
were, on the whole, content to leave the control of industry 
in the hands of the capitalist, and concentrated most of 
their energy on less vital matters, such as the provision of 
friendly benefits and the accumulation of large reserve 
funds. Certain critics at the present time are prone to 
condemn the trade unionist policy of the third quarter of the 
nineteenth century, but there is no doubt that it secured 
the foundation and structure of the movement, without 
which later developments would have been impossible. 

About this time permanent Trades Councils came into 
existence. The national unions usually had officials in 
different areas, and it was only natural that the local leaders 
of the several unions should meet together to discuss labour 
questions affecting their district. Trades Councils de- 
veloped from meetings such as these and also from local 
strike committees. The Trades Council performs a useful 
service in co-ordinating local activities, and in fostering 
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unity among local trade union interests, and deserves a 
greater measure of recognition, encouragement and material 
support from the unions that it at present receives. The 
Trades Union Congress, which was established in 1868, pro- 
vided a similar central body for the unions as a whole, and 
came to play a large part in formulating general policy. 
It has no executive powers, but the annual meetings serve 
to impress on the several unions the need for common 
action, and also to focus attention on important issues that 
might possibly be overlooked by individual unions. 

The struggle for fuller legal recognition came to a head 
in this period. The end of the ’sixties saw trade unionism 
threatened from more than one direction. Employers were 
combining in systematic attempts to break the trade 
unions, their method being to declare a general lock-out 
of all the men in a particular industry, even though the 
original dispute was between an individual firm and its 
employees. Secondly, there had been a certain amount of 
sabotage in Sheffield and a few other places, and this was 
taken as a pretext to attack trade unions in general. 
Thirdly, a legal decision in 1867 (Hornby v. Close) declared 
trade union property to be outside the protection provided 
by criminal law. 

A Royal Commission was appointed to investigate the 
situation, and the Trade Union Act of 1871 was the outcome. 
Unions were given legal security for their funds, but were 
left free to conduct their ordinary friendly-benefit functions 
without interference. At the same time, however, the 
Criminal Law Amendment Act was passed which re- 
affirmed judicial decisions on the subject of conspiracy and 
picketing, and made the legality of a peaceful strike very 
doubtful. The resulting agitation succeeded in 1875 in 
getting this Act repealed ; peaceful picketing was declared 
legal and it was further laid down that an agreement by 
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two or more persons to commit an act in connection with 
a trade union dispute should not be indictable as a con- 
spiracy if the act were legally permissable for one person 
alone. The passing of the main Act of 1871 was followed 
by a great expansion of trade unionism, but the industrial 
depression beginning in 1874 brought about a number of 
unsuccessful strikes and the disappearance of scores of the 
smaller unions. The leaders were still satisfied with pur- 
suing their policy of caution, tacitly accepting the capitalist 

structure of society. 
The rise of a new generation of trade unionists brought a 
reaction against the conservatism of the older 


Te eal leaders. The spread of socialist doctrine 
Growth of about this period helped to widen the diver- 
hoa gence on policy inside the unions. On the 


question of wages, for example, whereas the 
older section adhered to the individualist principle that 
wages should follow prices, the advanced unionists were 
agitating for State action and the fixing of a minimum 
wage. The demarcation disputes between unions con- 
cerned with allied occupations did not make for 
harmony within the movement. Trade union policy 
now became more aggressive and comprehensive. The 
“New Unionism,” which developed about the time of 
the great dock strike of 1889, challenged the practice of 
excluding the unskilled and ill-paid workers from the move- 
ment; it aimed at the organisation of women wage- 
earners ; it put the “ friendly ” activities into a subordinate 
position, and reduced the contributions to fit the poorer 
workers’ pockets. Trade unionism was frankly regarded 
as a militant class movement, whose object was the over- 
throw of the capitalist system. Socialist influence was 
evidenced by the increasing number of strikes for better 
wages and working conditions, and by the resolutions of 
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the Trades Union Congress in favour of an eight hour day, 
land nationalisation and similar objects. “‘ Union by in- 
dustry ’’ as opposed to “ union by craft’ was growing in 
popularity, and the end of the century saw a good deal of 
federation and amalgamation. 

The new militant spirit showed itself in the extensive 
strikes in the years preceding the war. The intellectuals 
of the movement regarded the union not merely as a force 
concerned with increasing wages and reducing hours, but 
as an agency for taking over and conducting industry on 
the supersession of the capitalist system. Syndicalism and 
Guild Socialism, on which a word will be said later, attracted 
many adherents in the trade union ranks. The war only 
suspended these militant activities, and after the armistice 
the agitations broke out anew. For a time much was 
heard of “ direct action,” but the industrial depression put 
the unions on the defensive. The membership had more 
than doubled during the war, the number affiliated to the 
Trades Union Congress alone having increased from 24 
millions in 1913 to 64 millions in 1920. The membership 
fell, however, in the next three years to 44 millions. Both 
the rise and the fall in membership were the result of 
exceptional circumstances, but the unions gained on 
balance. 

Meantime the political function of the trade union move- 
ment was rapidly developing. During the nineteenth 
century, the trade unions, so far as they intervened in 
political matters, were content with supporting one or 
other of the older political parties.* A few “ Lib.-Lab.” 
members represented Labour interests more or less directly 
in the eighties, but it was not until 1892 that the first really 

* This still holds true of the American trade unions, which have 


not so far formed a specific party to represent the interest of 
Labour. 
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independent Labour Member was elected. Seven years 
later, the Trades Union Congress supported the formation 
of a Labour Representation Committee, which was brought 
into existence in 1900. Two of this Committee were 
elected in the General Election of that year, and in 1906 
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Labour representation increased to 29. The influence of 
Labour pressure was reflected in the Trade Disputes Act 
of 1906, which secured for trade unions immunity from 
actions in respect of peaceful acts arising out of trade 
disputes. The Labour Representation Committee be- 
came the official Labour Party in 1906, and since then the 


* It should be noted that only four-fifths of the trade unionists 
are covered by the Trades Union Congress returns. The total 
membership is, therefore, about a quarter more than indicated in 
this graph. It may also be pointed out that nine-tenths of the 
trade unionists given in the official returns are enrolled in less than 
one-sixteenth of the number of trade unions—due to the remarkable 
concentration in the larger unions. 
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growth of political power exercised by the trade union 
movement has been very rapid, culminating in the first 
Labour Government, 1924, in which the trade union ele- 
ment was very prominent. 

This brief and incomplete survey has been intended only 
to show the principal stages in the rise of trade unionism 
in order to facilitate a fuller analysis of the nature and 
functions of the movement. Barely over a century ago 
the trade union was an illegal organisation ; the repeal in 
1824-5 of the repressive legislation was followed by a few 
years of revolutionary methods which brought little direct 
benefit to the workers of the time. During the next phase 
the trade unionists were concerned primarily with con- 
solidating their position and securing full legal recognition. 
In the ‘‘ New Unionism” that followed, the ranks were 
opened to the unskilled and to women, and with the grow- 
ing influence of Socialism the character and methods of 
trade unionism became more assertive. The union passed 
from the defensive to the aggressive, and new views arose 
regarding its function in the control of industry. With 
the rise of the Labour Party, the political method took its 
place alongside the “ industrial’? method. Though a sec- 
tion of the Labour movement still favours “ direct” rather 
than “‘constitutional’’ action, the majority prefer to employ 
both methods as the complement of each other. The 
decline in trade unionism after the war is being followed 
by a gradual but certain recovery. With the revival fresh 
problems in addition to the old will have to be faced. 

All unions are not identical in their nature, constitution, 
functions or methods. They are all alike, 


pafore ef however, in that every trade union, to quote 
Unionism. Mr. and Mrs. Webb, is “‘ a continuous asssocia- 


of wage-earners for the purpose of maintain- 
ing or improving the conditions of their working lives.” 
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““Wage-earners ’’ must of course be interpreted broadly 
so as to include professional and salaried workers. The 
definition emphasises the continuity of the organisation 
and the purpose to which it is directed. There are 
many associations of workers (e.g. friendly societies) which 
cannot be classed among trade unions since the object 
is not specifically concerned with the amelioration of work- 
ing conditions. Similarly, a combination formed for 
conducting a strike and then dissolved on the termination 
of the dispute does not come within the category of trade 
unions for the element of continuity is lacking. 

An important difference between the organisation of 
labour of the eighteenth century and that of to-day lies 
in the spasmodic nature of early combinations, which 
would be called into existence only when a dispute arose 
and allowed to disappear when industrial peace was secured. 
Continuity is fundamental to the success of modern trade 
unionism. A union is often instrumental, without resort- 
ing to drastic means, in securing concessions for its 
members, or in preventing employers from taking undue 
advantage of fortuitous conditions. Though trade unions 
are responsible for many disputes, they prevent many from 
arising ; the fact that they are in permanent existence and 
are always ready to take action on behalf of their members 
serves as a brake on any unfair demands from the em- 
ployers’ side. 

It is impossible to give a hard and fast classification of 
the types of trade union structure, for practi- 
cally every union has its own special problems 
to which the organisation and constitution 
have usually been adapted. Allowing, however, for the 
arrangements peculiar to the different unions, one may note 
four more or less distinct forms of structure, (a) union by 
craft, (2) union by industry, (c) union according to the 


Trade Union 
Structure. 
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material used and (d) union of general labour. Of these 
types the first two are the most important. 

Craft unions were the first form of labour combination, 
being built up on a vocational basis, primarily, but not 
necessarily, for skilled workers. Employees engaged on a 
particular task or using a particular set of tools established 
unions, very often irrespective of the industry wherein they 
were engaged. Pattern-makers or clerks, for example, 
may be found in shipbuilding, railway works, general 
engineering, constructional works, etc., and their unions 
cut “ horizontally,” as it were, across the whole of industry. 

Unions by industry,* on the other hand, would include 
every class of labour, skilled and unskilled, clerical and 
manual, engaged in the production of an important com- 
modity or service. In contrast to the unions by craft, 
the unions by industry are “vertical”’ in structure. 
Whereas the craft organisation would have the managers, 
the clerks and the different classes of artisans in the pro- 
duction of (say) clothing in separate unions according to 
the specialised occupation, the other plan would bring 
them all into a single union for the whole of the clothing 
industry. 

Unions based on the material employed bear a certain 
resemblance to the unions by craft. The Amalgamated 
Society of Woodworkers, for instance, combines: cabinet 
makers, carpenters, machinists, etc., and cuts across several 
industries. This form of organisation meets with as much 
disapproval from the advocates of union by industry as 
does the union by craft, and for practical purposes it is 


* Strictly speaking, union by industry should be distinguished 
from industrial unionism, which aims at a single organisation of 
workers in all trades and is more revolutionary in character. 
(Cf. trades unionism, supra., p. 150). 
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not necessary to deal with “ material’’ trade unionism 
separately.* 

Unions of general labour combine the semi-skilled and 
unskilled workers of many different industries, and also 
provide an organisation for workers of all degrees of skill 
in the small trades not covered by separate unions. The 
membership of these unions, which in 1924 was about 
650,000, is naturally of a very mixed character, but, in 
the absence of particular associations for the several kinds 
of labour, a general union is better than none at all. It 
is to be expected that, as new unions are formed in 
the trades not at present separately organised, the 
general unions will lose a corresponding proportion of their 
members. On the other hand, certain supporters who are 
imbued with the “ Big Union” idea anticipate that the 
general unions will increase their membership at the 
expense of the other unions. While in principle it may 
be preferable to have a single body representative of all 
the workers, instead of a large number of separate unions, 
it is doubtful whether the general labour unions, consist- 
ing for the most part of semi-skilled and unskilled 
workers, would provide the proper organisation. 

Controversy ranges most between the claims of union by 

craft and union by industry. The craft 


Union by unionist maintains that his form of organi- 
alae By sation is more natural than one which 
Industry ? attempts to combine all classes of workers 


of widely different nature and outlook. The 
bond of mutual interest is stronger when the members 
are engaged on similar work than when they perform 


* The German Union of Metal Workers—the largest union in 
Germany—is of this character, but, as it organises the unskilled as 
well as the skilled, it has a greater resemblance to a union by in- 
dustry. See Cole, Organised Labour, p. 29. 
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various tasks which, though they may be comprised 
with a single industry, differ widely in character. The 
craft unionist contends that his association is firmer and 
more uniform, and that the members can derive greater 
advantage than they would by joining the larger but heter- 
ogeneous union. He fears that if all the workers in an 
industry joined a comprehensive union, the more skilled 
workers would be overwhelmed in voting power by the less 
skilled workers, and that questions primarily affecting one 
special class of the members might receive inadequate 
attention. This affords one reason why the Associated 
Society of Locomotive Engineers and the Railway Clerk’s 
Association have so far refused to join the National Union 
of Railwaymen. 

There is, further, the financial difficulty. Craft unions have, 
on the average, higher contributions and better benefits 
than those unions which cater for all classes of workers. 
A craft unionist who has been paying contributions for 
many years and is nearly qualified for superannuation 
benefit is naturally opposed to the merging of his union 
with the larger body, if the pooling of the funds and the 
re-arrangement of the scheme of benefits work out to his 
detriment. 

The advocate of union by industry, while not disputing 
these difficulties, claims that they are not insuperable. The 
financial question is merely one for mutual arrangement 
and adjustment, and has been satisfactorily overcome in 
many instances. The fear that the interests of a section 
of the workers would be overshadowed by those of the 
majority is said to be exaggerated, if it is not actually 
selfish. But in any case, it is claimed, the advantages to 
all classes resulting from common action would more than 
compensate for any slight loss in particular directions. The 
more craft unions there are within an industry the more 

SOC. ECON. It 
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frequent are demarcation disputes, and, in view of in- 
evitable overlapping, the more uneconomical is the 
administration as a whole. The economies of large-scale 
organisation are just as manifest in labour as in capitalist 
combination. Employers’ federations tend to be on an “in- 
dustrial’’ and national basis, and the workers find it to their 
advantage to have an equally broad basis for collective 
bargaining. Also, in the event of the negotiating machinery 
breaking down, a strike on the part of a craft union would 
not, unless it comprised important ‘“‘ key” men, be so 
effective as a rule as if it were conducted by a union of 
all the workers in the industry. 

Union by industry is favoured by the Guild Socialist who 
regards the trade union as the basis of future industrial 
organisation. While the workers remain organised on 
craft lines, they are not being prepared for the ultimate 
taking-over of industry; a necessary preliminary, it is 
maintained, is the organisation of the workers on industrial 
lines. The Guild Socialist differs from the State Socialist 
in that he desires to vest a large measure of control in the 
workers of the several industrial groups ; for example, the 
mining industry should be controlled by those working in the 
mines and at the mine-head (including of course the 
managers and salaried staff), the railways should be run by 
the railway workers, and so on. The Guild Socialist differs 
from the Syndicalist in that he recognises certain rights of 
the State in industry. While fearing that State Socialism 
would degenerate into “ State Capitalism,’’ he realises that 
some public control is essential if the community is not to 
be dominated by the more powerful unions. There are 
many Socialists, however, who refuse to accept the “ unitary 
sovereignty’ in trade unionism advocated by the Guild 
Socialist. The possibility of reducing the movement to 
such a simple and uniform basis is also disputed ; society 
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is regarded as too complex, industries and vocations too 
interlaced, to permit of this type of industrial govern- 
ment.* 

The ardent advocates of union by industry are prone to 
give too little credit to the useful functions performed by 
the craft unions. While different bodies of men are en- 
gaged in specialised vocations, some degree of “ craft” 
organisation is inevitable. It would be undesirable to 
suppress, or attempt to suppress, this useful form of 
association. On the other hand, the emphasis on the value 
of the craft union should not hinder the proper develop- 
ment of the union by industry. It should not be impossible 
to devise some trade union structure which covers the whole 
of an industry, yet concedes an appreciable though neces- 
sarily limited measure of autonomy to the craft organisa- 
tions among its members. The wider adoption of what is 
termed the “ double card’’ method would probably help 
in this direction. Members may have to work in industries 
or services not directly covered by their own union, and 
events may arise to compel action by the workers in such 
employment. The “double card” arrangement would 
facilitate the transfer of workers from union to union, and 
make for greater unity in the movement asa whole. The 
Miners’ Federation and the Amalgamated Engineering 
Union came to an agreement of this character in rg2r. 

Where the pride of the smaller unions and their un- 

willingness to sink their identity in the more 


enon comprehensive organisation stand as a barrier 
an . . 

Amalga- to complete amalgamation, the unions are 
mation. forming federations which, in some cases, 


are almost as effective as complete amalga- 
mation. Five federations cover the bulk of trade unionists 


* Cf. criticism of insurance by industry, infra., pp. 325-334. 
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at the present time,* but as the federations in all number 
about ninety, and as duplication results from unions 
. being affiliated to more than one federation, there is still 
plenty of opportunity for improvement in structure. 

Some federations, such as the Miners’ Federation, are so 
closely woven that they are virtually amaigamations. 
They consist of district unions, but all the members 
throughout the country are engaged in practically the same 
kind of work. Consequently there is no overlapping. 
Another class of federation, such as that of the Building 
Trades Operatives, comprises a group of national unions 
covering different types of occupations. There is an at- 
tempt in this case to combine the several craft unions into 
an organisation resembling a union by industry. Here 
again there need be little or no overlapping. A third form 
of federation is exemplified by the Engineering and Ship- 
building Trades Federation which combines a number of 
unions, the activities of which may overlap to such an 
extent that some of the constituent unions actually compete 
with one another to secure members. The “ poaching ”’ that 
often results engenders bitter feeling, and points to a 
defect in the organisation that makes it possible. 

Of the three forms of federation, the first would seem 
to be the most effective, as it is composed of a uniform 
type of workers who, since they are organised on a local 
basis, do not present any demarcation or overlapping dis- 
putes. The second form is not quite so strong, for a 
national craft union belonging to the federation may not be 
willing to fall in with the policy of the other unions. The 
third type, though it is certainly better than no federation 


* Viz., The National Federation of General Workers, the Building 
Trades Federation, the Shipbuilding and Engineering Trades Feder- 
ation, the Transport Workers’ Federation and the Miners’ 
Federation. 
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at all, is weaker than either of the others owing to the lack 
of uniformity and the duplication of functions.* 

Amalgamation too is steadily proceeding. While the 
number of trade unionists has increased, the number of 
unions—despite the creation of new organisations—has 
remained fairly constant.t The Amalgamated Society of 
Engineers, as shown above, provided a “‘ new model” for 
the craft unions during the third quarter of the nineteenth 
century. In a similar manner the National Union of 
Railwaymen, formed in 1913 from three separate unions, 
supplied a “new model” for subsequent unions on in- 
dustrial lines. Legal difficulties in the way of amalgama- 
tion were experienced until 1917; e.g. a majority of 
two-thirds of the whole membership of each of the unions 
concerned was necessary before an amalgamation could 
take place. The position was somewhat improved by the 
Act of 1917 which stipulated that at least 50 per cent. of 
the members should vote, and that at least 60 per cent. of 
those voting should be in favour of the amalgamation. 

* The General Federation of Trade Unions, is of a different 
character from the ordinary federation. It was formed in 1899, and 
serves as a mutual insurance society. Unions that wish may con- 
tribute a yearly sum per member to the General Federation as a 
premium against loss in the event of strikes or lock-outs. The 
membership has been as high as a million and a quarter, and as late 
as 1922 about 120 unions were affiliated to it; but the Federation 
has declined in importance in recent years owing to the over- 
stepping of its proper functions and to its unwarranted claims to 
represent the views of the labour movement. 

j See above, p. 156 for graph showing total membership and 
number of unions for the last twenty-five years. 

+ In the case of small societies the obstacle was often overcome 
by the larger union going into dissolution, the members then being 
accepted by the larger union on pre-arranged conditions. But 
there is a certain risk of loss of membership, and the practice did 
not appeal to the more important unions, especially where a large 
society was unwilling to merge itself in another union. 
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Trade union leaders are urging that the law should be 
further amended so as to allow amalgamation to take place 
following a simple majority on both sides. 

Another difficulty in the way of amalgamation, viz., that 
of funds and benefits, has been touched upon previously. 
It should not be beyond the capacity of the trade union 
organisers to solve a problem which is largely a matter of 
simple adjustment and book-keeping. A further obstacle, 
the unwillingness of one general or district secretary to 
become subordinate to an official in another union, is 
often a stumbling block, but here again the difficulty ought 
not to be insurmountable. Personal jealousies should not be 
permitted to hinder the normal coalition of forces that 
sooner or later must come about. The last half-century 
has witnessed a marked concentration of energies in all 
branches of industry, and trade unionism, in order to 
cope successfully with the growth of capitalist combination 
(as well as employers’ federations), is being driven to 
organise on similar lines. Equal bargaining power with 
the employers is found impossible so long as the workers 
are split up into sectional groups.* 

The unification of the trade unions is also being attempted 

from other directions. The Trades Union 


The Congress, notwithstanding its limited powers 
General : 
Council. and the fact that it meets but yearly, pro- 


vides a means of expressing the views of 
nearly the whole movement. The Parliamentary Com- 
mittee of the Trades Union Congress, designed to keep 
an eye on all legislation affecting the worker, was an 
endeavour to link up the industrial and political movements. 
With the growth of the Labour Party this Committee 
lost part of its function. In 1920 the Trades Union 


* For fuller account of federation and amalgamation at the 
present time, see Cole, Organised Labour, 1924, pp. 35-38 and 77-87. 
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Congress set up a General Council which was to meet at 
least monthly and deal with matters that called for con- 
sideration by the central trade union body. The General 
Council superseded the old Parliamentary Committee and, 
having wider powers, would seem to have greater promise 
as a co-ordinating authority. The following table shows 
the constitution of the General Council. 


CONSTITUTION OF THE TRADE UNION GENERAL COUNCIL, 1923. 











. Representatives 
udtintet | See Genera 
P- Council. 
1. Mining and Quarrying .. 785 3 
2. Railways .. 52 “se 447 3 
3. Transport (other than 
Railways) ae 407 2 
4. Shipbuilding Se 143 I 
5. Engineering, Founding and 
Vehicle Building efi 449 3 
6. Iron and Steel and minor 
Metal Trades .. 158 2 
7. Building, Woodworking 
and Furnishing ae 382 2 
8. Printing and Paper ae 160 I 
9. Cotton .. ate 5c 242 2 
10. Textiles (other than cot- 
ton) Ee ae ate 160 I 
mo Clothime . - 98 I 
12. Leather and Boot and 
SHON 55. 87 I 
13. Glass, Pottery, Chemicals, 
Food, Drink, Tobacco, 
Brushmaking, and Dis- 
tribution 192 I 
14. Agriculture ae ae 30 I 
15. Public Employees ne 170 I 
16. Non-Manual Workers .. 68 I 
17. General Workers ifs 391 4 
18. Women Workers .. | (included in 
above) 2 
4,309 32 
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A distinct step forward in the unification of the move- 
ment was taken at the Trades Union Congress in Sep- 
tember, 1924. The recommendation was carried by the large 
majority of 14 to r that the General Council be permitted 
to exercise a directing influence on the conduct of trade 
disputes. Unions are expected to give full information of 
all questions in dispute to the Council, which, if thought 
desirable, will disseminate the knowledge to all the unions 
in the industry concerned. Should the ordinary negotiat- 
ing machinery appear to be breaking down, the Council 
may intervene with a view to a settlement and advise 
the unions involved as to the proper course to pursue. 
Unions disregarding the advice and help of the Council 
will be reported to the Congress. If the unions follow 
the advice of the Council, but a strike or lock-out 
ensues, the Council will marshall such forces in support 
of the workers concerned as the circumstances dictate. 
Thus a powerful co-ordinating authority is established, 
which may lead to an effective General Staff for 
the labour movement that has for so long been advo- 
cated. 

It is too early to judge the work of the Trades Union 
General Council Its most ardent supporters do not expect 
it to bring complete harmony into the movement, but, 
given adequate powers, it should contribute something 
towards the completion of this herculean task. So long as 
the Council consists of representatives who put the interests 
of the individual unions before those of the movement as a 
whole, the desired unity will not be achieved. The scheme 
outlined above does not encroach upon the autonomy of the 
separate organisations, and it remains to be seen whether 
the stronger unions, even if powerful enough to act alone, 
will accept the judgment and direction of the General 
Council. 
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The functions of different trade unions vary to a large 

extent with the nature of the industry and 

Functions of the workers. Apart from the minor 

peeae services rendered by certain trade unions 

(a) Insurance. (e.g. information as to vacancies, free legal 

assistance in regard to workmen’s compen- 

sation, etc.), the principal functions are of three kinds, 

(2) mutual insurance, (b) collective bargaining and 
(c) political action. 


The majority of unions provide a system of insurance 
benefits to their members, but the amounts differ according 
to the contributions that the trade unionists can afford, or 
are called upon, to pay. The benefits are mainly of three 
kinds, (i) friendly and provident benefits, e.g. on the occasion 
of sickness or death, (ii) unemployment benefits, and (iii) dis- 
pute benefits which help to maintain the worker during a 
strike or lock-out. In certain unions full voting rights are 
contingent upon contribution towards the friendly benefits. 
The function of providing friendly benefits has provoked 
much criticism during the last few decades. The contention 
has been put forward that a union which holds large funds 
for “‘ friendly purposes” is apt to lose its vigour as a 
fighting body, and that such benefits should be relegated 
entirely to the friendly societies, or better, to the national 
scheme of social insurance which is gradually being 
extended.* The trade union, however, has become an 
important agent of the State in administering the insurance 
schemes, and the abolition of this function in the near 
future is very doubtful. The provision of friendly benefits 
has in the past induced many workers to join and remain 
in the union who otherwise would have taken less interest 


* See Ch. XIII. 
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in the movement. Even now, the unions would stand to 
lose a not inconsiderable proportion of their members if 
this service were terminated. All things considered it is 
desirable that friendly benefits should for the present be 
retained, but on a voluntary basis; that a clear-cut distinc- 
tion be drawn between friendly benefits on the one hand 
and unemployment and dispute benefits on the other ; and 
that a member should have full voting powers in the con- 
duct of the union even though he does not contribute to 
the friendly benefit funds. 

The provision of dispute benefits is more essential to the 
real work of trade unionism. The maintenance and im- 
provement of the wage-earner’s working conditions depend 
on his ability to overcome the natural disadvantages in his 
dealings with the employer. As was shown in Chapter III., 
the negotiating strengths of the individual worker and his 
master respectively are very unequal. In order to secure 
equal bargaining power, the workers must not only com- 
bine, but should have adequate reserves to maintain them 
in the event of a strike. Many unions, especially those of 
the poorly-paid workers, have little to do with friendly 
benefits, reserving their finances for the more important 
object of maintenance during disputes. 

The function of collective bargaining is more important 
than that of mutual insurance. For a Jong 
time the employers did not admit the right 
of the workers to bargain through the union’s 
representatives, and “‘ recognition ”’ strikes were common. 
A few of the employers still insist on dealing with their 
workers individually, but most have come to prefer to 
negotiate through the unions. There have occasionally 
been regrettable breaches of faith on both sides, yet 
the agreements have been, in the aggregate, more effective 
and lasting than arrangements between employers and 


(6) Collective 
Bargaining. 


COLLECTIVE BARGAINING. iyi 


workers separately. While the unions admittedly aim at 
the maximum possible share for the workers, the employers 
are free, once an agreement has been reached, to extend 
their operations and undertake new business with a greater 
assurance of stability than would be possible if individual 
bargaining were still the rule. 

A common criticism is that the trade union unfairly 
interferes with the liberty of the individual, a view which 
was particularly prevalent during the nineteenth century. 
It is true of course that the union does exercise a restraint 
over its members which some find irksome. But any 
organisation which represents a large body of people must 
occasionally arouse resentment among a few. Before any 
important change in policy can be effected, a substantial 
majority of the members must, as a rule, give their sup- 
port to the proposal. Trade unions not infrequently safe- 
guard the public against the action of extremists who, in 
the absence of restraint by the more moderate members, 
would cause serious disturbance to the community. 

Some critics take the part of the non-unionists, who, 
they say, are coerced and threatened by the trade unionists. 
It is illegal, however, for the unions to adopt other than 
peaceful methods, and instances of intimidation and 
violence are very rare. The fact that the number of non- 
unionists is rapidly dwindling is evidence, not of compulsion, 
but of the recognition by the non-unionists themselves 
that their interests are best served by joining the union. 
Collective bargaining by the organisation, and _ the 
general application of the resulting agreements, are as 
much to the benefit of the non-unionists as to that of the 
members. 

It may be argued that trade unionism instead of restrict- 
ing free competition really assists it. Perfect competition 
does not imply, as some advocates of individual bargaining 
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still contend, that the employer and the worker should be 
left free to make the best bargain for themselves. The 
“best bargain’ would inevitably be in the favour of the 
employer. Real competition should rest on a basis of equal 
opportunity and of equal freedom from hindrances. The 
individual worker is handicapped from the start in negotiat- 
ing with his employer, and all that the union does is to 
restore him to the plane of free bargaining. It does not 
put him at an advantage over the employer ; it merely gives 
him the bargaining power of which the employer in the 
past has had an undue share. This view of free competi- 
tion is more reasonable and humane than that taken by 
the legislators in 1799, when they forbade trade unionism 
mainly on the ground that it restricted the liberty of the 
individual. 

Other critics lay stress on the interference with the ac- 
tivities of the general public. A strike of railway workers, 
for example, brings serious disturbance to trade and incon- 
venience to travellers. The trade unionists, however, are 
not blind to the loss and hardship caused by strikes ; their 
own suffering during the time is usually greater than that 
caused to other people. The strike is only regarded as a 
weapon to be used in extremity. The “ right to strike” is 
jealously guarded by trade unionists, not because they are 
enamoured of industrial disputes, but because they realise 
the power given them by the threat of a strike. 

The success of a union is not measured by the number of 
strikes it conducts. The cotton textile unions are among 
the most efficient in the country, yet they have led but a 
comparatively small number of strikes. Collective bargain- 
ing has been developed in Lancashire to a high degree ; 
able and trained representatives of both parties meet on 
equal terms and, in the majority of cases, peacefully come 
to an arrangement that affects all the workers in the 
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particular section of the trade. The unions which are 
more frequently involved in strikes are not necessarily any 
more successful in improving the workers’ lot than those 
whose methods are less precipitate. 

The method adopted by the trade unionists depends 
largely on the attitude of the employers. Bargaining 
machinery must necessarily be built up on both sides, and 
there is little hope of permanent industrial peace in an 
industry where the employers refuse to take their place on 
the conciliation board. 

Though the political function developed fairly late in 

the history of trade unionism, it has assumed 


(c) Legal during the last twenty-five years a prominent 
Enactment : pier 

and Political Place among union activities. Use had been 
Action. made, however, of the method of legal enact- 


ment, as distinct from direct participation in 
politics, from the earliest days of the movement. By the 
Act of 1563,* which remained on the Statute Book until 
1813-14, Justices of the Peace had been given powers to 
assess wages, and the unions of the eighteenth century 
were constantly petitioning Parliament to enforce the 
rates thus laid down. (There were several instances of 
such petitions long after the provisions of the Act of 1563 
had been repealed.) Later the unions took an active 
share in agitating for legislation, fixing a shorter working 
day and providing for better conditions in the factories. 
The Reform Act of 1832 disappointed the working classes, 
who had hoped for a larger measure of voting power 
than was granted, but the Act of 1867, which for the first 
time enfranchised the working classes, was followed by 
new union activities in the political sphere. 
The trade unions hitherto had exerted political influence 
through the members of the older parties, but the policy 
* See p. 295. 
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now changed. The part played by the Trades Union 
Congress in the growth of the Labour Party has already 
been mentioned. The financing of union candidates for 
Parliament was temporarily checked by the Osborne Judg- 
ment of 1908 which made it illegal for a trade union to use 
its funds for political purposes. The Labour Party now 
had to depend on voluntary subscriptions, and as suitable 
candidates with adequate means were very few the obstacle 
to political activities was a real one. This difficulty was 
partly obviated shortly afterwards by the payment of 
Members by the State. By the Act of 1913 the unions were 
empowered to keep a separate political fund, provided that 
trade unionists who signed a form of objection were 
exempted from the political levy. 

Since then the trade unions have so extended their 
political activities that they exercise a considerable power 
over the government of the country. This influence has 
been condemned in some quarters ; firstly because the trade 
unions are not considered properly representative of the 
people ; secondly because many trade unionists do not agree 
with the political views of their leaders, yet for one reason 
or another do not seek exemption from the political levy ; 
and thirdly because the principle of sectional labour 
representation is wrong. Though the wage-earners and 
their families covered by the trade union movement con- 
stitute the great majority of the population, there is a 
certain danger that a few powerful trade unions may put 
the interests of their members before those of the com- 
munity and thus bring about an undesirable form of 
autocracy. Many friendly critics have proposed that the 
unions should pool their political funds and participate 
in politics on a broader basis. It would not then be so 
possible to charge specific unions with dominating public 
policy. Incidentally it would help to smooth away the 
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differences between the trade unionist and the “ intellectual”’ 
members of the Labour Party, a distinction which is un- 
fortunate and unnecessary. 

A promising development during the last few years has 

been the recognition on the part of the trade 
ee ie i Union movement of the need for adult educa- 
Education. tion. Thousands of individual trade unionists 
had availed themselves of educational facili- 
ties afforded by various bodies long before the unions, as 
such, took any official step in encouraging or directly 
promoting this necessary service. A section of the trade 
union movement interprets adult education as propaganda. 
The Labour Colleges in several parts of the country confine 
their teaching almost entirely to subjects in which the 
class struggle and the means of overcoming the capitalist 
system play a predominant part. A large number of 
unions, however, take a broader view of adult education, 
and favour the more thorough and comprehensive instruc- 
tion given by the Workers’ Educational Association and 
by Ruskin College, Oxford. 

In 1919 the Iron and Steel Trades Confederation, in 
conjunction with the Workers’ Educational Association, 
entered upon an experiment for affording education facilities 
to the members of the Confederation. Lectures, classes and 
week-end schools were arranged by the joint body, known 
as the Workers’ Educational Trade Union Committee, and 
the experiment was highly successful. In 1921 the Union 
of Post Office Workers, the Railway Clerks’ Association, 
and the Association of Engineering and Shipbuilding 
Draughtsmen, in 1923 the National Society of Operative 
Printers and Assistants, and in 1924 the Transport and 
General Workers’ Union, came into the scheme. 

A committee, consisting of representatives of sixteen 
unions, was appointed in 1920 to review the position and 
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make recommendations. Its report, which was approved 
by the Trades Union Congress of 1921, stated :— 

“In providing educational facilities for the workers, it is 
important to realise that, while they need specialised forms 
of education ... their needs are by no means confined to 
such specialised training. The workers want knowledge, 
both for the immediate and practical purposes of the 
Labour Movement, and also as a means to the enlargement 
of their mental and social outlook. They seek a knowledge 
not only of economic and industrial history but also of the 
general and social history of their own and other peoples, 
of literature, and of the arts and sciences. Therefore, in 
putting forward an educational scheme for the Trade 
Union Movement, while we have endeavoured to make 
provision for the various forms of specialised training, we 
have in mind above all an education broad enough to give 
to every worker who desires it a new sense of understanding, 
and therewith of power to mould the world in accordance 
‘with his human and social ideals.” 

No real decision was arrived at until the Trades Union 
Congress of 1924. The vast majority of the unions showed 
themselves in favour of a more liberal educational policy 
than that advocated by the smaller extremist section. 
The latter had urged that the unions should restrict their 
support to those bodies teaching Marxian economics and 
the class war, but in view of the opposition of nearly all 
the large unions the proposal was withdrawn. Though the 
South Wales Miners and the National Union of Railwaymen 
were mainly responsible in the first place for creating the 
London Labour College, they now showed themselves averse 
from narrowing down educational efforts in the way desired 
by the extremists. The Congress instructed the General 
Council to participate to a greater extent in adult edu- 
cational work, and to adopt schemes in co-operation with 
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the Workers’ Educational Association, the Workers’ Educa- 
tional Trade Union Committee, Ruskin College and the 
Labour Colleges. 

That this was a wise step there can be little doubt. The 
trade union movement, while affirming the need for propa- 
ganda, has taken the proper view of educational effort, 
which it refuses to identify with the creed of particular 
parties. 
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INDUSTRIAL UNREST. 


The growth of workers’ and employers’ organisations 

during the last few decades has been accom- 

Causes of panied by a distinct increase in the number 

Discontent. —_ and extent of strikes and lock-outs.* Accord- 
(a) The ; 

Woekers ing to the Government returns, nearly three- 

Share. quarters of the disputes are on account of 

wages, but the official classification is apt to 

be misleading, for some important causes operate only 

indirectly and do not receive their proper share of atten- 


tion, if they figure at all, in the classified returns. Yet 


* The following table from the Ministry of Labour Gazette, Jan. 
1925, indicates the number of and aggregate duration of trade 
disputes in the years 1910-1924. 
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Aggregate 

disputes duration in oe duration in 
Year. | beginning ee aon beginning ieee Rae 

Pek ite disputes. eae disputes. 
I91O 521 9,867,000 1,165 5,875,000 
IQII 872 10,155,000 1,352 34,969,000 
IQI2 834 40,890,000 1,607 26,567,000 
1913 1,459 9,804,000 763 85,872,000 
I9Q14 972 9,878,000 570 19,850,000 
1915 672 2,953,000 628 10,672,000 
1916 532 2,446,000 692 8,312,000 
1917 730 5,047,000 
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after allowing for the other factors, the dissatisfaction 
of the worker with his share of the proceeds of industry 
remains the cardinal cause of discontent. 

It is not necessarily mere jealousy of the particular 
employer’s reward that makes a man aggrieved with his 
own portion. In the modern joint stock company the 
profits are divided largely among shareholders who them- 
selves do not actively participate in the conduct of the firm. 
Resentment is felt, not so much against the individual who 
is directing his own business or against the high-salaried 
manager, who admittedly is performing a useful service in 
production, as against the capitalist shareholders who 
exercise their rights, but, so it is argued, perform no direct 
functions. Even if the worker is persuaded that the 
capitalist shareholders are providing an indispensable factor 
of production in the form of machinery, plant and stock, 
and are undertaking a large part of the risks of the business, 
he is not thereby convinced that the reward is a proper 
measure of the sacrifice. When he reads of huge dividends 
he feels that he is being robbed of his fair reward ; and this 
dissatisfaction is not removed by his being told that other 
firms are not making such large profits and may even be 
suffering a loss. He sees people living comfortable lives by 
the mere ownership of property in various forms, and though 
he grants that capital goods are essential to production he 
denies the justice of their securing such a large proportion 
of the proceeds. 

It is a psychological as well as an economic problem. 
The worker, so far as his material consumption is concerned, 
is on the whole better off than he was in the earlier economic 
systems, and yet he is less contented. The dissatisfaction 
is due largely to the growth of education among the workers, 
who are now more than ever debating their true function 
and place in society. It is also attributable to the rise of 
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the joint stock system, which meant a severance between 
the ownership and control of capital, and the breaking of 
the personal bond between the employer and the employed. 
Again, the disparity between the standards of living of 
master and man respectively is much greater than it 
was in former days. The worker does not compare his 
position with that of his ancestor ; he puts it beside that 
of the contemporary employing class and observes how wide 
is the gap between them. The post-war years have demon- 
strated a further psychological influence on industrial 
unrest. During the war many of the wage-earners enjoyed 
a standard of living never before experienced. The drop 
in real wages following the war still leaves certain grades 
of workers better off than in 1913. Nevertheless they 
feel aggrieved through having to renounce some of the 
comforts which they had come to regard as part of their 
normal consumption. 
Bound up with the question of remuneration is that of 
hours and working conditions. Many bitter 
(6) Hours and disputes have been caused over the length of 
Conditions of , : 
Employment. the working day. In so far as higher wages 
or fewer hours lead to a heightened efficiency 
of the worker and a better organisation of the business, 
it may be in the employer’s own interests to grant these 
concessions without resort to industrial warfare. But 
when the limit has been passed, the employer is loth to 
sacrifice part of his profits without a fight. The system 
of overtime, especially when there is unemployment in 
the trade, has been responsible for much unrest. Firms 
often find it cheaper to employ men for a few extra 
hours, thus economising in standing charges, than to 
engage a fresh set of men who, in the absence of a shift 
system, would entail additional outlay on plant. And 
when, as in the motor industry, the demand for labour 
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tends to be seasonal, the employers find an additional 
reason for not engaging extra men and installing new 
machinery which would only be used during the busy 
months of the year. 

From the standpoint of the workers, systematic over- 
time is opposed, firstly because it is a retrogressive practice 
which partly nullifies the concession of a shorter working 
day, secondly because it might be used to cut down the 
standard day rate, thirdly because it adversely affects 
their health, and fourthly, where there is unemployment in 
the trade, because its elimination would in particular in- 
stances cause more workers to be employed.* 

Several strikes have been occasioned through the refusal 

of employers in certain industries to recognise 
etnies the trade union as the official and compe- 
Recognition. tent bargaining body. The railway workers, 

for example, engaged in a long agitation, 
marked by more than one strike, before their unions were 
fully recognised by the railway companies. An increasing 
majority of employers, however, now admit the right of 
the workers to bargain and negotiate through the union, 
with the result that the number of “ recognition ”’ strikes 
is declining. This cause of industrial unrest is not so 
important as the others mentioned. The struggle for 
recognition was an indispensable preliminary to the success 
of trade unionism, and with the attainment of this object 
the workers are able to press for more tangible concessions. 

The keener intellects among the workers demonstrate a 

growing desire to participate in the control of 


ee industry. They are not only discontented 
Status. with the low wages, the long hours and the 


monotony of the work, but they are dis- 
satisfied with the arrangement that puts the worker in a 
* See above, pp.I09-11TI. 
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subordinate position, depriving him of his individuality, 
and offering no opportunity for full development of his 
abilities. They desire to give expression to their crea- 
tive instincts that tend to be suppressed under the present 
system. They emphasise with growing force the demand 
for self-determination in industrial as well as in other 
matters. They wish to improve on the system that pro- 
duces for profit rather than for social utility. 

Some of the leaders, who would be content with making 
the worker an active partner with the capitalist in the 
direction of industry, support the movement for Joint 
Industrial Councils. Others go further, and aim through 
strikes and other means at the total elimination of the 
capitalist employer, thereby giving to the workers, in- 
cluding the salaried managers and administrative staff, the 
sole control of industrial policy. The object in either case 
is to raise the status of the worker from the position of what 
is termed a wage-slave. This new outlook has already 
resulted in several industrial disputes and is certain to 
exercise still greater influence in the future. Hence in 
recent years various schemes have sprung up with a view 
to giving the workers a degree of managerial function, but 
so far the amount of power thus transferred has been very 
small. Before considering these schemes, however, it is 
necessary to examine the ordinary conciliatory machinery 
which still provides the principal means of securing in- 
dustrial peace. 

Adequate organisation on both sides of the wage contract 

is indispensable to successful collective bar- 
coneuiaion gaining. The larger and more widespread 
Arbitration, | the industry the more imperative is the need 
for a satisfactory bargaining and negotiating 
machinery equally representative of both parties. The 
disputes that such a body endeavours to settle are of two 
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types, those arising from differences in the interpretation 
and application of existing contracts, and those springing 
from disagreement in the establishment of new principles 
and the drawing up of fresh arrangements. The latter 
type of dispute is the more difficult to solve. The use and 
chances of success of one plan or another depend partly 
upon the nature of the dispute. If the question at issue 
is merely one of elucidating a knotty point in a previous 
agreement, the ordinary conciliatory methods should 
suffice ; where the question introduces a new principle, 
more elaborate and sometimes drastic methods have to be 
employed. 

The machinery for dealing with disputes may be roughly 
classified under the headings of (a) conciliation, (b) media- 
tion and (c) arbitration. By conciliation boards are meant 
joint conferences of equal numbers of employers’ and 
workers’ representatives, who endeavour to arrive at an 
agreement without any intervention from other quarters. 
By mediation is meant the intervention of an outsider 
when the negotiations of the ordinary conciliation board 
appear to be breaking down. By arbitration is meant the 
making of an award by a person or persons to whom the 
dispute has been referred. The “outsider”? may be a 
private individual whose honesty and ability are recog- 
nised by both parties, or a non-governmental board, or a 
board appointed by the State. 

These methods are not mutually exclusive, and arrange- 
ments are common which depend on more than one of such 
methods. Conciliation and mediation are frequently classed 
together. They are alike in that they are both essentially 
voluntary in character, 7.e. the decision is not legally bind- 
ing on either of the parties. Arbitration too may be 
voluntary in nature. Many conciliation boards provide 
that in the event of disagreement the dispute shall be 
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referred to an arbitrator who, after fair review of the ques- 
tion, is expected to give an impartial decision. The parties 
are under no legal obligation to accept the award. The 
advantage of conciliation, mediation, and voluntary sub- 
mission to arbitration rests on the greater trust in, and 
sincerer observance of, the decision than would usually be 
possible if the award were compulsory. 

There is a form of machinery intermediate between 
voluntary and compulsory investigation, with or without 
prohibition of strikes or lock-outs pending the decision, 
but with no legal power to enforce the award. This 
method, together with such prohibition, was introduced 
by the Canadian Industrial Disputes Act, 1907. A step 
was taken in this direction in Great Britain, but without 
any legal prohibition of strikes or lock-outs, in the Industrial 
Courts Act of 1919, which is explained more fully below. 
Finally, there is arbitration with compulsory powers, or as 
it is generally though loosely termed, compulsory arbitra- 
tion ; strikes and lock-outs are not only made illegal during 
the investigation, but the decision of the arbitrator is 
enforceable at law. This method was adopted more or 
less stringently in the several States of Australia and in 
New Zealand,* but industrial warfare was not altogether 
prevented. In 1918 strikes were once more legally permit- 
ted in Australia. Compulsory arbitration was introduced 
into this country as an emergency measure during the war, 
and was withdrawn shortly after the Armistice. 

Compulsory arbitration is opposed by organised labour, 
which jealously adheres to the “right to strike.” It is 
contended that under this system the workmen would lose 
their power to strike, but the employer would still retain 
his freedom to discharge, though technically he would be 
forbidden to declare a lock-out. Trade unionism would 

* Cf, account of Wages Boards in Australasia, supra, p. 75. 
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necessarily suffer under a system of compulsory arbitration. 
There is the further difficulty of finding a satisfactory 
arbitrator for all the disputes. The ideal arbitrator would 
be a man of strict impartiality, with a thorough knowledge 
of conditions in the particular industry. ‘‘ Strict impartia- 
lity ’ is almost impossible, and those who are fully conver- 
sant with an industry usually have an interest in it, either 
from the employer’s or the worker’s side. A bias in the 
award might be fatal to the chances of peace. But even 
if the ideal arbitrator could be secured, the results would 
not, as a rule, be as satisfactory as those accruing from 
voluntary bargaining. The parties would not feel the same 
honourable obligation to fulfil their word as in the case of 
voluntary agreements. If compulsion is ever to be intro- 
duced in this country (and public opinion is strongly against 
it at the present time), it should be resorted to only after 
every other avenue has been fully explored ; and even 
then it should be applied to the interpretation of existing 
agreements rather than to the establishment of fresh 
principles. 
Though legislation dealing with industrial disputes goes 
back over a century, the attempts before 1896 
British were but half-hearted and did little to prevent 
nee the ruptures that were steadily becoming 
Paduatrial more serious. The Act of 1824 gave Justices 
Disputes. of the Peace arbitrary powers, and the Acts 
of 1867 and 1872 provided for conciliation 
boards, but very little was effected. Following the Report of 
the Labour Commission, published in 1894, the Conciliation 
Act of 1896 was passed. It emphasised the voluntary 
principle which has always been typical of British legisla- 
tion on this subject. Trades were encouraged to form 
conciliation boards where these were not already consti- 
tuted. The Board of Trade was empowered to offer 
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mediation ; on the invitation of one party, it could appoint 
a conciliator ; and on the application of both parties it 
could appoint an arbitrator. The decisions were not legally 
binding, though it was anticipated that the parties would 
as a rule honourably observe them. 

The Act of 1896 was moderately successful. The number 
of registered conciliation boards steadily grew and the 
Board of Trade was instrumental in preventing a large 
number of strikes and lock-outs. In 1908 a permanent 
Court of Arbitration was appointed, followed three years 
later by the Industrial Council. This Council, under the 
chairmanship of a permanent official, was a joint panel of 
representatives of employers and employed, whose function 
was to advise and assist the Board of Trade in its concilia- 
tion and arbitration activities. The years before the war 
witnessed national strikes, to deal with which the existing 
machinery proved entirely inadequate. 

The war brought about a temporary change of policy. 
The exigencies of the time were responsible for the Muni- 
tions of War Acts of 1915-17 which declared strikes to be 
illegal and made the decision of the Boards of Arbitration 
legally binding. The workers submitted to this compulsion 
only while the war lasted, and the Act were repealed in 
t91g. During this period there was a pronounced reduction 
in the number of disputes,* but the conditions were so 
exceptional that the experience of these years cannot be 
regarded as a sufficient justification for a change in present 
policy. In 1919, too, the Industrial Courts Act was passed, 
embodying the proposals of the Whitley Committee, which 
had strongly reported against any system of compulsory 
arbitration, emphasising “ the advisability of a continu- 
ance, as far as possible, of the present system whereby 


* See Table, p. 178: 
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industries make their own agreements and settle their 
differences themselves.”’* 

Part I. of the Act of 1919 established a Standing 
Industrial Court, composed of workers’ and employers’ 
representatives and independent persons, all nominated by 
the Ministry of Labour. With the consent of both parties, 
any dispute may be referred to the Court. For each case 
the president chooses from the panel such members as he 
thinks fit. The chairman, who is appointed from the 
independent members, acts as umpire, though his decision 
is not legally enforceable.t Part II. of the Act empowers 
the Ministry of Labour to set up a Court of Inquiry to 
investigate any dispute and publish the report. Publicity 
was invoked as an ally in the settlement of industrial 
differences—a very useful step. 

A considerable number of disputes have come under the 
Act, and many notable awards have been made. In the 
case of the Dockers’ Court of Inquiry, 1920, for example, 
the light thrown on the conditions at the docks aroused 
public sympathy with the workers; the employers were 
compelled largely through force of opinion to grant impor- 
tant concessions, and a strike was averted. The Industrial 
Court is still fulfilling a useful service, but its function is 
necessarily limited. To the extent that disputes spring 
from deep-rooted dissatisfaction with economic and social 
conditions, no procedure based on a tacit acceptance of 
the present system offers a likelihood of permanent in- 
dustrial peace. 


*See Appendix C for the recommendations in the Fourth 
Whitley Report. 

t+ When introduced into Parliament the Bill provided for com- 
pulsory arbitration, making trade union funds liable for losses 
occasioned by strikes against decisions of the Court. Opposition 
from the Labour Party led to the removal of the relevant clauses. 
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In 1916 the Government appointed a Committee to con- 
sider means of improving relations between 


Whitley employers and workmen. The first Whitley 
Reports. Report (so named after the chairman) was 


issued in 191g. It classified industries into 
three main groups: (a) adequately organised industries, 
with representative bodies of employers and employed, 
(6) partly organised industries, and (c) unorganised in- 
dustries, 

The Committee were primarily concerned in their earliest 
Report with the first group. Expressing the “ considered 
opinion that an essential condition of securing a permanent 
improvement in the relations between employers and em- 
ployed is that there should be adequate organisation on 
the part of both employers and workpeople,”’ the Committee 
proposed the voluntary establishment of National Joint 
Standing Industrial Councils in the several industries. 
These Councils were to be much wider in function than the 
ordinary conciliation boards, for in addition to the work 
of conciliation they were expected to have some voice in 
the regulation of working conditions in the respective 
industries.* It was also proposed that representative 
District Councils should be set up for the different areas, 
and further that Workshop Committees should be estab- 
lished representing the management and workers of single 
firms. 

This three-fold plan, it was submitted, would effect a 
distinct improvement in industrial relations. Problems 
affecting the entire industry would be dealt with by the 
National Joint Councils, local questions would come before 
the District Councils, while matters affecting the internal 


* See Appendix C for fuller extracts from this and the following 
Whitley Reports. 
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relations of a particular firm would be considered by the 
Workshop Committee. The National Council would be 
concerned only with problems of general policy together 
with questions that were left unsettled by the local and 
shop committees. 


The second Report of the Whitley Committee dealt 
with the less organised industries. Those already possess- 
ing some form of organisation were recommended to set 
up National Joint Councils, containing one or two 
Government representatives, who were merely to act in 
an advisory capacity and have no voting power. For 
those industries with practically no organisation at all, it 
was proposed that Trade Boards should be continued or 
established, and that these Boards should have powers to 
deal with hours and conditions of labour in addition to 
fixing a minimum wage. It was anticipated that Trade 
Board minima would facilitate the organisation of the 
workers,* and ultimately make possible the establishment 
of Joint Councils on the lines prescribed for the better 
organised trades. 


While the Whitley Scheme was received enthusiastically 

_. in many quarters, it did not appeal to certain 

pees omt important sections of employers and workers. 
Councils. Several firms affiliated to the Federation of 
British Industries opposed the setting-up of 

Joint Councils, and so did the leaders of the Shop Steward 
Movement, who objected to the implied compromise 
between the interests of Labour and Capital. The large 
unions, too, were very lukewarm in their attitude, and in 
most cases preferred to carry on with their existing 
machinery. Whitley Councils were established mainly in 


* Cf. above, pp. 79-81. 
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the second category of industries, viz., those only partly 
organised, and also in Government and municipal depart- 
ments. Practically no industry has adopted the full 
measure of National, District and Workshop Councils. 
The Report on the Establishment and Progress of Joint 
Industrial Councils, published in 1923, stated that in the 
first five years there had been set up 73 Joint Councils 
(of which 15 had already ceased to function), about 
150 District Councils (apart from Departmental Councils in 
the Civil Service) and over 1,000 Works Committees. 
“Certain of the important and well-organised industries 
of the country, e.g. coal-mining, cotton, engineering, 
shipbuilding and iron and steel manufacture, having... 
well-established machinery for the discussion of matters 
between employers’ and workers’ organisations, have not 
established Joint Industrial Councils on the lines of the 
“Whitley ’ Scheme.” The number of workpeople covered 
by the scheme was estimated to be about three millions. 
The duties of the Councils were concerned mainly with 
wages and conditions, and in very rare instances was any 
appreciable managerial function conceded to the workers. 
Many people who previously supported the scheme are 
now dissatisfied with the negligible measure of industrial 
control that has been transferred to the workers’ organi- 
sations. 

The question has been raised on several occasions 
whether voluntary agreements effected by the Joint 
Industrial Councils should not be made legally enforceable. 
The Trades Union Congress of 1923 voted emphatically 
against granting such statutory powers to the Councils. 
Even with the present arrangement, the extent to which 
the scheme has been put into operation has fallen short of 
the aspirations of its originators ; and what little success 
has been attained would almost certainly be prejudiced by 
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the abandonment of the voluntary principle. Employers 
and workers in an industry who are thinking of forming 
a Joint Industrial Council are liable to be deterred rather 
than encouraged by the prospect of voluntary agreements 
being made legally binding. 

The motives behind the establishment of Workshop 
Committees have varied widely. The workers 
regard the committee as a means of sharing 
in the management of the works. Em- 
ployers view it as an instrument for reducing unrest 
and increasing efficiency. Properly constituted shop com- 
mittees are advantageous to the workers in settling, on the 
spot, differences regarding wages and hours in the individual 
firm (provided that the standard rates are determined by 
the more comprehensive bodies representing the trade 
unions and the employers), and in deciding questions 
arising from the introduction of new processes and the 
allocation of different grades of workers to particular tasks 
and machines. They can consider grievances such as un- 
fair treatment and wrongful dismissal, maintain discipline 
and the observance of shop rules, and perform sundry other 
functions. Instances are very few, however, in which the 
workers are given any material share in the management, 
while participation by them in the direction of policy is 
practically non-existent. The workers who helped to form 
shop committees with such objects in view are generally 
disappointed with the results. 

The employer would benefit from the reduction of in- 
ternal disputes, and also by being able to interpret to the 
workers, through the committee, the newrules and processes. 
Much friction that arises through promotions, etc., 
might be prevented by full consideration in the Shop 
Committee. A decision approved by the mens’ representa- 
tives would not be so likely to cause irritation as one that 


Workshop 
Committees. 
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was thrust upon the workers without any opportunity of 
discussion.* 

Some employers, in an attempt to improve upon the 
existing wages system, have introduced a 
scheme of profit-sharing, whereby the workers 
receive “in partial remuneration of their 
labour, and in addition to their wages, a share, fixed before- 
hand, in the profits realised by the undertaking to which 
the profit-sharing scheme relates.’’} The requirement that 
the share shall be “fixed in advance”’ was included 
in the resolution of the International Congress on Profit- 
sharing, held in Paris in 1889, and has since been constantly 
affirmed. It is essential that the percentage should not be 
subject to the absolute discretion of the employer. Further, 
the scheme, if it is to be satisfactory, should apply to a 
large proportion of the adult employees. The Government 
Report suggests 75 per cent. as the minimum.{ The 
share in the profits must be sharply distinguished from 
ordinary premiums or gratuities. The object is to permit 


Profit- 
sharing. 


* One employer who attaches much faith to this form of joint 
organisation proposes several shop committees for each works. The 
first should be a Shop Stewards’ Committee, dealing with contro- 
versial points on which the employers and workers are apparently 
opposed, 2.g. wage rates, dilution, new processes, etc. The second 
should be a Welfare Committee, concerned with ‘‘ community ” 
questions, such as shop rules, shift arrangements, accidents, promo- 
tion, grievances, education, etc. The third should be a Social 
Committee, looking after amenities and recreational activities, 
mainly outside working hours. A fourth might be a Staff Com- 
mittee for the salaried members of the firm. All these might 
ultimately combine to form a complete Works Committee.—C. G. 
Renold, Memorandum presented to the British Association, Section 
F, amplified in Part III. of British Labour, Replacement and Con- 
ciliation (1921), edited by A. W. Kirkaldy. 

+ Report on Profit-sharing and Labour Co-partnership in the United 
Kingdom, 1920 (Cmd. 544), p. 3. t+ Ibid., p. 5. 
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the worker to participate in the profits after all expenses 
in connection with ordinary remuneration have been met. 

The share in the profits may be paid in any of three 
forms. The worker may receive cash payments at specified 
dates ; or the bonus may be deferred for a specified term 
and then paid out on certain conditions (e.g. not leaving 
the firm within a given period) ; or payment may take the 
form of stock in the company, with or without restrictions 
as to transfer or sale. The first and the third methods are 
the most usual. 

Employers institute profit-sharing schemes for different 
reasons. One class of employer avows philanthropy as the 
motive. Another aims at luring the workers from the unions. 
A third, by making the workers financially interested in the 
profits of the business, seeks a higher output ; to the extent 
that the worker regards himself as a partner in the 
firm, there may be a tendency to reduce waste, preserve 
plant, etc., thus increasing the efficiency of the business. 


PROFIT-SHARING AND CO-PARTNERSHIP SCHEMES.* 








Total number of 





Period during schemes started | Schemes in existence in 
which started. in period. 1919. 
Per cent. of 
ee total started. 
Up to 1870 20 3 15 
1871-1880 18 5 28 
1881-1890 79 14 18 
1891-1900 77 14 18 
IQOI-I9QIO 80 51 64 
IQII-1918 77 66 86 
1919 (ten months) 29 29 100 
Total 380 182 48 











cS 
* Report, 1920. 
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But the bonus would have to be more appreciable than 
RSet fs it usually is, if the scheme is to have any 
aes marked success. Before the bonus is allo- 
Profit-Sharing. cated, the minimum interest on capital is 
usually deducted, and allowance is made for 
reserve ; and only then does the worker begin to partici- 
pate. Even if he gets 50 per cent. of what remains after 
the above charges have been met, the sum when divided 
among all the workers often assumes extremely small 
dimensions. In 1918 the average bonus per head in 105 
schemes amounted to £3 13s. 6d.—about 1s. 5d. per week. 
And when the bonus is not paid for six months or a year, 
and especially if it is contingent on certain conditions being 
fulfilled in the meantime, the remoteness weakens what 
little incentive to extra effort there may be. As a stimulus 
to better work, the profit bonus is, as a rule, much inferior 
to a direct wage increase. 

Among other drawbacks of profit-sharing may be 
mentioned the resentment felt by workers who, having 
given of their best, find that bad management, in the 
control of which the workers have no power, may nullify 
the advantage and so cancel or reduce the profit bonus.* 
The workers are also liable to feel aggrieved when, in time 
of depression, there is a reduction in the bonus which 
they have become accustomed to regard as part of their 
normal remuneration. ‘‘ While increased bonus does 
not stimulate, a decrease is very prone to irritate.’’f 
Added to this is the dissatisfaction of many employers who 
have instituted such schemes but find that the expected 
greater output and co-operation have not materialised. 


* See article by Sir William Ashley in the Quarterly Review, 
October 1913. 
Tt Bowie, Shaving Profits with Employers, 1922. 
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Recognising that the participation in profits without any 
powers in the direction of the business is an 
inherent drawback to profit-sharing in its 
simplest form, a few employers have attempted to remedy 
this deficiency by giving the employees a certain measure 
of representation on the board of management. Co- 
partnership is wider in scope than profit-sharing. Labour 
co-partnership in its early days was regarded as a form 
of co-operation, intended ultimately to supplant the 
capitalist system. The Christian Socialists set up self- 
governing workshops which were literally conducted on 
labour co-partnership lines. Nearly all these experiments, 
however, were unsuccessful,* and the term co-partner- 
ship came to be applied to schemes which are mainly 
capitalist in character. While a specified proportion of 
the directors might be representative of the employees, 
they are almost invariably in a minority on the board of 
management. 

Co-partnership schemes usually, though not necessarily, 
include a system of profit-sharing. The bonus may take the 
form of shares which are allowed to accumulate, thus giving 
the workers the right to vote in accordance with their position 
as shareholders. Instances are found in which the workers 
acquire the shares by purchase in the ordinary way (special 
facilities sometimes being provided), and also in which the 
firm distributes shares among the employees in consider- 
ation of service. 

The following principles laid down by the Labour Co- 
partnership Associationf illustrate the growth from ordi- 
nary profit-sharing methods to the acquisition of a limited 
amount of managerial powers. 

“ (1) That the worker should receive, in addition to the 


* See next chapter for account of co-operation of producers. 
j Feb. 1919. 
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standard wages of the trade, some share in the final profit 
of the business, or the economy of production. 

“(2) That the worker should accumulate his share of 
profit, or part thereof, in the capital of the business em- 
ploying him, thus gaining the ordinary rights and responsi- 
bilities of a shareholder. 

“(3) That the worker should acquire some share in the 
control of the business in the two following ways :— 

(a) By acquiring share capital, and thus gaining the 
ordinary rights and responsibilities of a share- 
holder. 

(5) By the formation of a Co-partnership Committee 
of workers, having a voice in the internal manage- 
ment.” 

It is significant of the advancing position of labour that 
in the previous manifesto of this Association, published 
eight years previously,* the third paragraph had not yet 
been introduced into the official statement of the nature of 
co-partnership. 

Despite the results obtained by a few particular firms, 
co-partnership schemes have not, on the whole, been more 
successful than ordinary profit-sharing systems. The gas 
industry is often pointed out as one in which co-partner- 
ship has had a large success, but here the conditions are 
exceptionally favourable. The law compels a certain 
relation between the dividends and the price of gas. The 
directors adopt a sliding-scale plan which practically 
guarantees profits and so facilitates profit-sharing.t Other 

*Oct. I9II. 

+ Such as Messrs. Lever Brothers, Port Sunlight, and Messrs. 
J. T. and J. Taylor, Batley. 

+ The following extract has relation to the South Metropolitan 
Gas Company: “‘ When gas costs 3s. Id. per 1,000 cubic feet the 


shares could receive 4 per cent. interest, and for every 1d. that the 
price of gas fell, the rates of interest could rise by 2s. 8d. per £100. 
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advantages of gas companies are their relative immunity 
from risks, their steady market and their quasi-monopolist 
nature. Success of profit-sharing and co-partnership in 
this industry, therefore, is not a satisfactory criterion for 

its application elsewhere. 
Out of 380 schemes started before 1920, over a half had 
ceased to exist at that date.* The average 


ee duration of the surviving schemes is about 
of Profit- I4 years, compared with 124 years, which 


sharing and = was the average of the surviving schemes 

Co-partnership : : 

Sehemcs: quoted in the previous report of 1912. 
The chief causes of abandonment are 

shown to be :— 

(a) Dissatisfaction with scheme. About 50 per cent. of 
the schemes were abandoned owing to dissatisfaction on the 
part of the employers or the employees. Out of gt aban- 
donments, 67 were attributed to employers’ dissatisfaction 
(the apathy of the workers frequently being given as the 
reason), 10 to the substitution of bonuses and other benefits 
on a non-profit-sharing basis, 13 to the opposition of 
workers and trade unions, and I to opposition of both 
employers’ and workmens’ organisations. 

(0) Financial reasons. 49 schemes were abandoned 
owing to business failure, fall of profits, liquidation or 
dissolution. 

(c) Altered circumstances. Such events as the death of 
the employer, change of management, conversion to limited 
liability company, etc., accounted for 36 abandonments. 


For every fall of 1d. in the price of gas below 3s. 1d., a dividend in 
wages should be paid of # percent. If, for example, gas cost 2s. 6d., 
then capital would receive a dividend of 4 per cent. plus 7 x 2s. 8d. 
per cent. .. 4°9 per cent. and labour 7 x ? = 5} percent.” Bowie, 
Op. cil., P. 217. 

* Report, 1920, p. Io. 
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(2) Cause unknown. In 16 cases the reasons are not 
known, or available for publication, or sufficient to admit 
of definite conclusion. 

The development of such schemes has been very irregular, 

and has apparently been influenced more 


Economic by the personal enthusiasm of advocates at 
Aspects of different times than by any fundamental 
Profit-sharing . : ye : 

and industrial cause. A movement in favour 


Co-partnership. of Profit-sharing is started, and for two, 

three or four years it continues with great 
energy ; then the impetus dies down, and the movement 
is quiescent, sometimes for a long period of years. The 
years 1889-92, 1908-9, I912-14 and Ig19 were periods of 
maximum activity ; while the whole periods 1893-1907, the 
year Ig1I and the period of the war, were periods of 
quiescence.’’* 

So far as any connection can be traced between industrial 
conditions and ‘‘ booms ”’ in profit-sharing and co-partner- 
ship schemes, there seems to be, firstly, a certain coincidence 
with periods of industrial unrest, when employers are more 
inclined to experiment with such schemes with a view to 
allaying discontent. Secondly, there is a rough correspond- 
ence between periods of activity in profit-sharing and those 
of good employment. When employment is good, profits 
are usually high, and employers are thus more likely to 
enter into such schemes than they would be in times of 
bad employment and low profits. 

Certain aspects of profit-sharing and co-partnership are 
very obscure. Is the profit bonus earned or is it gratui- 
tous? If the bonus is the specific result of extra effort, 
it is desirable, as suggested above, that the payment 
should take the form of additional wages rather than that 
of a share in the profits, 

* Report, 1920, p. II. 
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If the bonus is not accompanied by extra output yet the 
firm continues to pay it, and still makes a _ reasonable 
profit, then the employees might reason that all along 
they have been deprived of what is rightfully theirs. 
Economic analysis shows that an important element in 
profits is the reward for risk. Is the worker expected 
to incur this responsibility? If it is admitted that the 
employee shares in the enterprise of the business (and 
the risk of unemployment and other contingencies proves 
the worker to bear the risks of industry to a greater extent 
than is popularly supposed), then again he can claim the 
bonus, or part of it, as a right. If, on the other hand, his 
participation in the risk is denied, then a profit bonus 
would resemble a pure gift, which is hardly consistent with 
real profit-sharing and clearly opposed to the idea of true 
co-partnership. The basis of profit-sharing and co-partner- 
ship, therefore, is very uncertain and it behoves the advo- 
cates to be more explicit in what they believe to be the 
essenfial principles of such schemes. 


CHAPTER. 1X. 





THE CO-OPERATIVE MOVEMENT. 


In this country one usually understands the term co- 
operation to refer to associations of purchasers 
who have set up stores in nearly all districts, 
and by eliminating the middleman have 
secured the pecuniary gains for themselves. While co- 
operation of consumers is the most extensive form that 
the movement has taken, it is necessary to distinguish other 
forms of co-operative enterprise, which on the Continent 
particularly have been very successful. 

Firstly, one may distinguish societies of producers, in 
which a number of people not only subscribe some or all 
of the requisite capital, but provide their services as well. 
The product is sold in the ordinary way, usually to co- 
operative stores, and the proceeds are divided among the 
producers, yielding a surplus over and above what would 
ordinarily be the wages of their labour. 

In the early days of the movement, this torm of co- 
operation was more common than associations of pur- 
chasers, but it never became really popular in Great 
Britain. Many producers’ societies were begun at the end 
of the eighteenth and the beginning of the nineteenth 
centuries—for example, the society in Hull which, on 
account of the high prices charged by the local] millers, 
decided to make their own flour. The scope of these ven- 
tures was very limited, and few of them succeeded for 
any length of time. 


Producers’ 
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Following a period of quiescence, the movement was 
revived for a time in the middle of last century by the 
Christian Socialists who set up co-operative workshops in 
the hope that these would ultimately supplant the capitalist 
system. A few of these ventures had a measure of success, 
but most of them gradually disappeared. Since then, 
spasmodic attempts have been made to invigorate co- 
operation of producers, but there appears to be little hope 
of any appreciable extension in this country. At the 
present time these societies, though they number over 100, 
have a membership of less than 40,000. Moreover, a large 
part of this capital is subscribed by the associations of 
consumers and by outside sympathisers, and to that extent 
the self-governing principle is weakened. 


PRODUCTIVE SOCIETIES (Exclusive of the Wholesale Societies.)* 





Number | Mem. | Share | 
of | bership and Loan, Trade Surplus| Wages 


Societies | Capital 


Supe ht ad to 

1919 95 | 39,331 | 2,299,565 | 7,047,147 | 487,282) 1,232,127 
1920 | 105 | 42,855 | 2,788,573 | 9,222,699 | 539,733 1,673,461 
1921 102 | 38,360 | 2,891,744 | 6,581,587 | 322,358 1,475,416 
1922 TO5 =| 38,138 | 2,938,786 | 5,318,077 |314,904 1,350,071 
1923 105 | 37,868 | 3,016,044 | 5,104,600 |278,506 1,276,795 














Se a 

The consumers’ societies have more than a hundred 
times as many members as the producers’ societies, while 
the wholesale societies alone turn out six times as much as 
the producers’ societies. These figures, however, are not 
altogether comparable, since a member of a producers’ 
society gives his full time to its activities, whereas the 
ordinary member of a consumers’ society is only interested 


* For statistics of the Co-operative Movement, see the C.W.S. 
annual, The People’s Year Book. 
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as a purchaser. Strictly speaking, the member of a pro- 
ducers’ society is a truer co-operator than the member of a 
consumers’ society, and from one standpoint it is regrettable 
that the producers’ movement has made so little headway. 

The activities at present are mainly confined to the 


textile, boot and shoe, and printing trades. In France and 


other European countries associations of producers are 
more successful, and cover a much wider ground. Such 
societies have failed so far in this country partly through 
inadequate capital, partly through lack of experience and 
managerial ability, and largely through the growth and 
competition of large-scale enterprise which has in most in- 
stances undercut the societies of producers and rendered 
their existence increasingly difficult. The scheme of pro- 
ducers’ co-operation in this country became merged largely 
in the profit-sharing and co-partnership movement.* 
Another form of co-operation is provided by those 

societies, formed to supply credit to their 
Co-operation in members and other clients. Producers and 
Banking and : E 
Agriculture. traders who desire financial accommoda- 

tion receive the necessary assistance from 
the bank of which they are often part owners; they 
not only receive this facility at a comparatively low 
rate, but, if members, are assured that any surplus will 
come back to them in proportion to the use made of the 
institution. This branch of the co-operative movement is 
fairly prevalent in many European countries, but has not 
reached serious dimensions as yet in Great Britain. The 
Co-operative Wholesale Society has established a bank 
which deals with the retailers’ societies and also with the 
trade union movement ; but, as the number of producers’ 
societies is relatively small here, the need of credit from this 
direction is limited. 

* See above, pp-195-7- 
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Co-operation in agriculture has been carried to an ad- 
vanced degree on the Continent ; in Denmark, for instance, 
go per cent. of the butter is produced by co-operative 
agency. Machinery, creameries, etc., are collectively 
owned by the farmer co-operators. Here again, Great 
Britain has lagged behind, though the movement has had 
some success in Ireland. There is a certain resemblance 
between co-operation of producers as described above and 
that in agriculture. An important difference, however, is 
that the farmer, apart from the use of co-operative appli- 
ances, usually cultivates his land and rears the stock in 
the ordinary individualistic manner; the co-operation 
with other farmers takes place in the selling of the produce. 
A kind of monopoly is formed under which the farmers and 
dairymen refrain from competition with each other and 
agree to sell their ouput through a common sales agency. 

Similarly, a distinction must be drawn between this form 
of co-operation, which to a large extent includes employers 
of labour, and those mutual activities which are more 
specifically designed to further the interests of the working 
classes. Even the consumers’ co-operative movement has 
been denounced by “advanced” critics as capitalistic; a 
body which includes employers and secures high prices by 
combination against the consumer is still more vehemently 
condemned. Whatever be the merits of this form of co- 
operation, therefore, it cannot be regarded as part of the 
labour movement. 

Co-operation in the early period of its growth in this 

country was chiefly confined to producers. 
Growth of the The first thirty or forty years of the nine- 
Ee enere teenth century witnessed numerous schemes 
Movement. of thischaracter, prominent among which were 
the experiments of Robert Owen. Most of the 
attempts were either too limited in their scope to be of 
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much account, or too utopian in their aims to secure any 
degree of success. The principles of the early co-operators 
were found just as impracticable as those of the ardent 
trade unionists of the same period. New aims and stan- 
dards were imperative if the two movements were to 
advance. The Amalgamated Society of Engineers pro- 
vided trade unionism with a ‘‘ new model ”’ ; the Rochdale 
Pioneers performed a similar service for co-operation. 

In 1844 a few artisans in Rochdale formed a society 
whose constitution and methods were adopted by subse- 
quent societies all over the country. The principle of 
co-operation for consumers was frankly accepted, though 
the pioneers did not altogether abandon the idea of co- 
operative production. People did not find this form of co- 
operation so difficult as the more ambitious kind. 
They were able to carry on their ordinary work and were 
not obligéd to give more care or time to the new movement 
than their enthusiasm dictated. Societies rapidly sprang up, 
especially in the industrial districts of the Midlands and 
the North, and the membership increased in proportion. 

Having cut out the middleman in trading, co-operators 
now began to ask themselves whether they could not 
supplant the manufacturer himself. Several societies began 
to produce articles of food and clothing in their own estab- 
lishments.* In 1864 a bigger step was taken when the 


* Though the productive branches of the local societies are 
now overshadowed by those of the wholesale societies, they often 
attain large dimensions. Most societies have their own bakeries, 
while many have opened up clothing factories, coal-mines, etc. 
Desborough, a Northamptonshire village, has most of its population 
in the local co-operative society, which has been enterprising enough 
not only to buy the land on which the village stands and so become 
its own lord of the manor, but to purchase the land of the neighbour- 
ing village as well. (See Webb, The Consumers’ Co-operative Move- 


ment, pp. 75-6.) 
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English Co-operative Wholesale Society was formed, 
followed five years later by the Scottish C.W.S. The 
wholesale societies, which combine trading with producing,* 
stand on the same position to the retail societies as the 
latter do to the individual members, 7.¢., the surplus of the 
wholesale societies is distributed among the retail societies 
in proportion to the latters’ purchases in the same way 
as the dividend of the ordinary store is allocated among 
the individual members. TheC.W.S. is governed by a body 
representing the retail societies, which send one delegate 
for five hundred members plus delegation according to 
purchases. 

The producing activities of the wholesale societies were 
at first confined to the elemental necessities of life, but they 
rapidly extended in scope and in magnitude. Factories and 
warehouses were established in an ever increasing degree, 
supplying one want after another, until the major portion 
of the average person’s needs could be satisfied from co- 
operative sources. About five-eighths of the goods sold by 
retail societies come from the C.W.S., which now has its 
own coalfields, its Canadian wheat lands, its tea and cocoa 
plantations and numerous other sources of materials and 
foodstuffs. It has its own wharves and ships and depots 
all over the world. The C.W.S. Bank deals with 1,000 
local societies, 5,000 trade unions and friendly societies, and 
2,000 working men’s clubs. There is also an extensive 
system of life and fire insurance. Many societies, acting 
with the C.W.S., provide a “collective life assurance ’’ 
to members and their families without any specific 
premiums, the benefits varying in proportion to the 
purchases. 


* At the present time the distributive departments of the whole- 
sale societies have about three times the sales of the productive 
departments. 
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It is necessary to draw a sharp distinction between the 
productive functions of the C.W.S. and the activities of the 
self-governing producers’ societies mentioned above. The 
factories and plantations of the C.W.S. are directed by 
bodies appointed almost entirely by the consumers’ societies. 
The position of the employees, so far as controlling powers 
are concerned, is not dissimilar to that of workers in the 
ordinary capitalist firm. On the average, co-operative 
employees receive better wages and conditions than they 
would elsewhere, but they are in a very different position 
from those people who work in the producers’ societies, but 
at the same time have some voice in the management. 

The expansion has been so rapid, and so much fresh 
ground has been broken during the last few years, that 
many prophesies as to the limitations of co-operative 
enterprise have been falsified. The table on p. 207 
shows the nature and extent of co-operative trading in 
Great Britain during 1919-22. Some idea of the extent of 
co-operative trading is afforded by the fact that about a 
half of the population are supplied with about three-fifths 
of their ordinary requirements from the co-operative stores. 

The consumers’ co-operative movement has been criti- 

cised as capitalist in nature and therefore 
Co-operation inconsistent with the true ideals of the labour 
pues movement. Co-operators are alleged to aim 
Capitalism. at profits in the same way as the capitalist 

firm, and since profit-making is said to be 
opposed to the real interests of the worker, the societies 
are regarded as being but a makeshift and temporary 
device. It is true that the co-operative societies are not 
as aggressive and class-conscious as the average trade 
union. It is also true that they frankly accept the 
present method of production and trading. But it is 
incorrect to say that they are either capitalist in nature 
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or incompatible with labour’s true interests. While 
profits, in the rigid sense of the term, are still made, the 
intermediate profit maker is eliminated. All the surplus 
goes back to the members. The co-operative society 
contends with the capitalist firm, using the latter’s own 
weapons. Its method is not so drastic or heroic as that 
of the trade union; but its effectiveness, in view of the 
enormous expansion during its comparatively short exist- 
ence, cannot be denied. The fact that it has been so 
vigorously, and sometimes unfairly, attacked by the large 
joint-stock firms, hardly fits in with the allegation that the 
co-operators are on the side of the capitalists. 

The essential differences between co-operation and capita- 
lism may be briefly noted. 

Firstly, whereas the shareholders in the joint stock 
company participate in the profits in proportion to their 
holdings of capital, the surplus of co-operative trading is 
allocated among the members in proportion to their 
purchases. The shares in the co-operative societies have 
a fixed interest, and, however great the surplus on the 
year’s trading may be, the holders of these shares receive 
no more than the stipulated interest, apart from the divi- 
dend which they happen to receive on their purchases. 
Thus a comparatively poor family, which purchases the 
greater part of its requirements from the co-operative 
stores, may derive a greater financial advantage from the 
system than a relatively well-to-do person who has a larger 
number of shares but does not use the stores to the same 
extent. 

Secondly, a definite limit is imposed on the number of 
shares an individual may have (usually 200 pound shares). 
This is not in accordance with capitalist principles. 

Thirdly, at the meetings of shareholders, the voting is 
on a personal and not on a share basis. In the joint-stock 
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company, the method is one share one vote ; in the co- 
operative society it is one shareholder one vote. Thus the 
wealthier co-operators are not allowed to direct the policy 
of the society merely by virtue of their capital holdings. 

Fourthly, dealing in shares is not permitted, and the 
member can withdraw his capital at any time, again 
demonstrating a difference between co-operation and 
capitalism. 

Fifthly, the co-operative societies make it a set part of 
their policy not to enter into any agreements or under- 
standings with trusts or other forms of monopolist 
combinations. On more than one occasion the refusal of 
the wholesale and retail co-operative societies to take 
advantage of a scarcity of goods, and to raise the prices to 
the consumer, has interfered with the plans of monopolists 
and kept the prices down. In emergencies, too, the co- 
operative societies have served the interests of the general 
public as well as those of theirmembers. But for the refusal 
of the co-operative stores to increase the price of flour at the 
beginning of the Great War, the price would have risen for all 
consumers. Non-co-operators are more indebted to this social 
service of the co-operative societies than they often realise. 

Sixthly, the co-operative societies, different from the 
capitalist joint-stock company, are open to all comers. 
Anybody may become a member by taking up a single 
share, which carries with it the right to vote upon and 
participate in the conduct of the society. The stores sell 
to non-members (in Germany and other European countries 
this is not permitted), but do not as a rule pay them any 
dividend on their purchases; in instances where such a 
dividend is paid, it never exceeds a half of that paid to 
members. Thus an inducement is offered to all purchasers 
to become qualified for membership and so share in the 
success of the enterprise. 

SOC. ECON. 14 
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There has been much controversy over the question as to 
whether the co-operative societies should sell 
The Dividend at the market price and retain the present 
and Market : : 
Price: system of paying back the surplus in the 
form of dividends, or sell at cost price, pro- 
viding of course for overhead charges and a reasonable 
reserve, and thus reduce the dividend to negligible propor- 
tions if not abolish it altogether. 
« Certain societies have gone so far as to charge prices in 
excess of the ordinary figure, in order that the dividend 
may be swelled to ample proportions. This practice, 
although it has the merit of promoting thrift, is on the 
whole to be deprecated. It does not tempt people to be- 
come members, especially the poorer classes who would 
find it impossible to pay more than the current rates. 
Even when ordinary prices are charged, many of the poor 
are excluded from the ranks of the co-operators, not 
because they buy the same goods more cheaply elsewhere, 
but because their incomes will not allow them to purchase 
anything but second-hand clothing and “ scraps ”’ of food. 
Raising the price above the market level would close the 
doors of the societies to a still greater number of the work- 
ing class. Some advocate selling at less than market price, 
maintaining that the very poor, who at present find the 
prices beyond their means, would be induced to join the 
movement. Thrift is a desirable thing when the saver has 
sufficient left to provide the necessaries of life. But to ask 
a person at or below the poverty line to stint his consump- 
tion for the sake of a dividend at the year’s end is expecting 
too much. 

Another objection to selling at market prices is really 
directed against the payment of dividends, which are 
condemned as capitalistic in character and likely to subvert 
the working class co-operator. Admittedly, too many 
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members think more of the dividend than of the true 
principles of co-operation. Self-interest is not the mono- 
poly of any particular class. Just as a large number of 
trade unionists are more concerned with friendly and 
other benefits than with the fundamental principles and 
aims of trade unionism, and would not voluntarily join 
the union but for these facilities, in the same way many 
members of the co-operative societies have been induced 
to join the co-operative movement only because of the 
financial attractions. But selling at cost price would offer 
the same pecuniary attraction and would not make a man 
any more truly co-operative because he derived the advan- 
tage in small instalments. 

Perhaps too much emphasis is laid on the “ divi’”’ in 
co-operative circles ; yet the best line of attack is not to 
reduce the prices below the ordinary market level. It 
might be better, from one point of view, and more in 
keeping with the ideals of co-operation, to employ a large 
proportion of the surplus funds in providing generous 
insurance for the members (as is done by many societies 
abroad), a better educational service than is at present 
supplied, more social and recreational facilities, etc. 
Against this, however, has to be set the average co-opera- 
tor’s dependence on the dividend for the supply of 
personally necessary goods—maybe an overcoat or a 
week's holiday. Educational and recreational provisions 
are only attractive to the majority when the urgent physical 
needs have been met, and the co-operators in the mass can- 
not be blamed if they prefer the surplus to be distributed in 
a more substantial way. 

Finally, the co-operative societies prefer to sell at market 
price in order to prevent friction with the ordinary stores. 
Until they have assured themselves of adequate and 
constant supplies from their own sources, co-operators 
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cannot afford to increase the friction that already exists 
with other concerns.* Several instances are known in which 
manufacturers and merchants have deliberately placed 
obstacles in the way of co-operative enterprise in a vain 
attempt to stem its progress. Pending the time when the 
movement is practically independent of outside supplies, 
its policy of charging the current prices can be appreciated. 
The co-operative store is gradually spreading all over the 
country, and where it supplants the small 

Bennomig independent shop the reason is not far to 

vantages of : c 5 

Co-operation. seek. The co-operative society, with the 
vast resources of the C.W.S. behind it, can 

often afford facilities and services that are beyond the 
powers of the small-scale shop. The advantage here is 
simply one of large scale organisation, with its attendant 
economies of cheap buying and distribution, and the 
elimination of intermediate charges. There is no question, 
taking everything into consideration, as to the economic 
superiority of the co-operative over the small independent 
store. The few advantages of the latter, such as personal 
goodwill, granting of credit, etc., are on the whole out- 
weighed by the more efficient large-scale enterprise. The 
small store is being squeezed out between the co-operative 
societies on the one hand, and the vast system of mul- 
tiple shops on the other. Since the above economies of 


* For example, in the matter of income-tax. Private traders 
resent the exemption of co-operative societies from the pay- 
ment of this tax on their surplus. The exemption is mainly 
a matter of expediency. The majority of the members are below 
the income-tax line, and any deduction of tax at the source would 
be followed by claims for the repayment of the greater part of the sum 
deducted. The co-operator is expected to enter his dividends on his 
return, and in those cases in which his income is above the limit, tax 
is paid on the dividends in the same way as on the profits of ordinary 
investments. 
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the co-operative societies are shared by the multiple shops, 
the question arises—are there any further economies 
peculiar to the co-operative movement which put it in an 
advantageous position compared with the system of mul- 
tiple shops conducted by capitalist enterprise ? 

In the first place, the co-operative store is assured of a 
constant clientéle. There is a “ loyalty ” of co-operators to 
their stores that cannot be found among the customers of 
the multiple shops. The regularity of the demand enables 
the managers to make a more exact estimate of the amount 
and nature of the stock, and thereby reduce the amount 
of waste. This “loyalty ”’ is a considerable factor in the 
success of co-operative enterprise. 

Secondly, the co-operative stores are not obliged to spend 
the same sums in advertisement as the rival competitive 
firms. Advertisement is socially justifiable, but only up to a 
certain point ; after that it is waste of labour and material 
resources. In so far as advertising, by increasing the 
demand and therefore supply, cheapens the cost of pro- 
duction, it is beneficial, provided that the economies 
obtained are greater than the expenditure in advertise- 
ment, and that part of these gains is passed on to the 
consumer. But when money is spent merely to capture 
a rival’s market, without any consequent economies in 
actual production, this vindication is not present. Adver- 
tising, then, may be profitable to particular firms, but 
wasteful from the standpoint of the community. The 
co-operative society spends a fair amount in advertising 
its wares and in inviting non-co-operators to join the move- 
ment. The scale of production and distribution is enlarged, 
and undoubted economies result. The same advantage 
accrues, though to a smaller degree, to the multiple shops. 
But whereas one co-operative society does not advertise 
to attract members from another such society, the multiple 
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shop companies are constantly spending large sums to in- 
duce customers of rival companies to transfer their 
patronage. 

A third advantage arises from this. If a private firm 
discovers a new method of making or distributing its 
wares, it jealously guards the secret of the process from 
all its competitors. But when an improved method is 
discovered in the co-operative factories or stores, the 
knowledge is ungrudgingly distributed throughout the 
movement. 

The social benefits of the co-operative movement are per- 
Social haps even more significant than its economic 
Advantages of advantages. The most valuable feature of 
Co-operation. (4 operation is that embodied in the term 
itself. The motto “ each for all, and all for each” is no 
empty phrase. The members are associated in a body 
which is imbued with a stronger spirit of service and 
mutual help than is to be found in the ordinary capitalistic 
grouping. Though the co-operative societies have not as 
yet achieved this social unity to the degree one would like, 
such a spirit is more possible in co-operative than in 
capitalistic enterprise. It may be that some of the present 
co-operative societies, in their eagerness for industrial and 
trading expansion, have allowed this social obligation to 
take too subordinate a place in their scheme. Jor example, 
from the time of the Rochdale Pioneers it has been the 
general practice to devote 2} per cent. of the surplus on 
trading to educational activities. Certain societies, how- 
ever, have in recent years failed to devote the necessary 
funds to this purpose, and, in some instances, have 
appropriated for general expenses part of the funds that 
had been set aside for educational work. On the other 
hand, most of the societies continue to fulfil their educa- 
tional and allied obligations. Lectures and _ classes 
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in hundreds of towns, the Co-operative College at 
Manchester, a couple of scholarships for Oxford—these 
are but a few of the educational facilities granted by the 
movement to its members. This invaluable department 
is certain to extend with the further growth of the move- 
ment. 

Co-operation is also of service in providing useful 
experience in self-government. The growth of the move- 
ment to its present dimensions is excellent testimony to 
the constructive and directive ability of working class 
co-operators. The salaries of the officials are small com- 
pared with the remuneration of other firms’ managers 
whose functions are no more skilled or responsible. Itisa 
tribute to the co-operative directors, and to the spirit of 
the movement, that a relatively low, in many cases too 
low, remuneration exacts such a high degree of enthusiasm 
and efficiency. 

The use of the co-operative store as a form of savings 
bank is also of value to the members, many of whom find 
this the only practicable means of putting a little aside for 
emergency or for particular purposes. Housewives appre- 
ciate the fact that although their domestic expenditure 
at the store is no higher than it would be elsewhere, a 
welcome abatement, representing a net saving, awaits them 
on dividend day. If the articles were sold at less than 
market price, the benefits would usually amount to a few 
coppers at a time. The average housewife prefers a lump 
sum to irregular small amounts that would probably be 
frittered away. Further, the usual insistence on cash 
payments is really in the interests of the customer, who 
receives a better and cheaper service. Credit facilities in 
poor districts are too often accompanied by extortionate 
charges. 

The interest taken, and the large part played, by women 
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is a marked feature of the co-operative movement. From 
the beginning they have been admitted on equal terms with 
men, and in the meetings they have always had equal 
voting power. In this respect, the co-operative society 
has from its inception been more democratic than the trade 

union, and much more so than the State. 
The most ardent supporters of co-operation cannot 
deny the presence of certain defects in the 


Defects in present co-operative system which call for 
the Present ] + d S f th 

Co-operative more or less urgent remedy. Some of these 
System. are merely a matter of organisation and are 


sure to disappear with the further growth of 
the movement. Others are more deeply rooted, and 
efforts should be made to eradicate them before they im- 
peril the success of the whole enterprise. 

A serious defect in the existing organisation is the over- 
lapping of the areas of many retail societies. In some 
Durham mining villages there are branches of rival societies 
in the same street. Manchester and Salford recently had 
six societies catering for the same area.* Similarly in the 
Midlands there are several well-equipped bakeries which 
cannot work to full capacity owing to the district being 
parcelled out among different societies. Amalgamations 
are gradually taking place, however, and it is expected that 
this drawback will eventually be remedied. 

The suggestion has been made in some quarters that all 
the societies throughout the country should amalgamate 
and that a national organisation should supplant the 
existing arrangement. Many arguments could be adduced, 
in theory, to support this proposal. Ultimately, perhaps, 
amalgamation for entire districts, if not for the country as 
a whole, will be accomplished. But any attempt to bring 
about a national organisation at the present time is fore- 

*S. & B. Webb, The Consumer’s Co-operative Movement, pp. 66-7. 
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doomed to failure. The recent agreement between the 
English and Scottish Wholesale Societies is not analogous to 
the proposed amalgamation of all the local stores. The 
retail societies vary considerably in prosperity and dividends, 
and, for the time being at any rate, the great societies of, 
say, Leeds and Plymouth would not join forces with the 
poorer societies, even in their own neighbourhood. While 
some societies pay dividends of 3s. and 4s. in the f, and 
others pay nothing at all, general amalgamation can hardly 
be expected. Local patriotism, too, has an important bearing 
on the question, and there is the fear that the enthusiasm 
of certain societies would be checked if too hasty action 
were taken. Where the presence, however, of two or 
more societies in the same district leads to overlapping and 
waste, the need for amalgamation is imperative. 

Another defect is the existence of ‘‘ co-operative deserts,” 
which are of two kinds. Firstly, there are those areas 
which, so far, are not provided with co-operative stores, 
especially the thinly populated areas like Cornwall and 
parts of Wales. But it can be only a matter of time before 
the whole country will be covered by the co-operative 
system, for these geographical “ deserts”’ are gradually 
dwindling. Secondly, there are those classes of people who 
have not, so far, been brought within the scope of the move- 
ment. While the selling prices of goods might be judiciously 
reduced (consistent with the conditions indicated above), 
so as to bring as many of the poor as possible into the 
movement, there would still be a wide fringe of the popula- 
tion too poor to afford even the reduced prices. Nor does 
the casual labourer figure prominently among the members 
of co-operative societies. The nature of his work is not, 
as a rule, conducive to thrift. Remedy in such cases is 
obviously outside the functions of the co-operative move- 
ment. At the other extreme are the well-to-do classes, 
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who are unlikely, for a long time to come, to purchase their 
requirements at the co-operative stores. Thereis, however, a 
large proportion of the working population, at present out- 
side the movement, for whom co-operation might reason- 
ably be expected to cater. Some clerical and professional 
workers stand aloof because of a misguided snobbishness. 
But the majority of this class are outside the movement 
simply because they are ignorant of its nature and activi- 
ties, and of the advantages they could secure from 
membership. This ‘“ desert ” has a high potential fertility, 
and is well worthy of cultivation by the co-operative 
organisers. 

A few minor defects in the present co-operative system 
call for attention. There is no comprehensive arrange- 
ment for the transfer of a member’s shares and rights from 
one district to another. A few societies in holiday resorts 
make slight concessions to other societies’ nvembers who 
are temporarily in their area. General and adequate 
extension of these facilities is desirable. Another draw- 
back, the insufficient salaries paid to the officials, has 
already been touched upon. The common criticism of the 
co-operative movement, that its directors and managers 
are not, on the whole, as efficient as those in capitalist 
concerns, would largely disappear if the co-operators paid 
sufficient remuneration to attract the most efficient men. 
Even under present conditions, the co-operative move- 
ment is served by men whose market value as organisers 
is considerably above the salary they actually receive. 
A further criticism is in respect of the alleged favouritism 
in granting appointments within the movement. This 
practice, though it is of very limited extent, is to be depre- 
cated, but it is only fair to point out that the nepotism 
in the co-operative movement is minute compared with 
that in the average private firm. 
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Lastly, the co-operative system is blamed for its bureau- 
cracy. The central organisations are said to dominate 
unduly the methods and purposes of the smaller societies. 
But in so far as a sympathetic central authority directs 
and co-ordinates the smaller bodies, and so prevents 
duplication of functions and overlapping of areas, the 
regulation from above is beneficial. Some degree of 
“bureaucracy” is inevitable where the organisation and 
activities are on a vast scale. As well might one criticise 
the huge administrative and clerical departments of the 
railways or the banks or the international trusts as being 
bureaucratic. Nevertheless, the peculiar conditions of the 
co-operative movement, make too much control “ from 
above’ highly undesirable. The movement in its most 
prevalent form began with the consumers, and a large reason 
for its success has been the supervision and direction exer- 
cised “from below.” Any loss of power on the part of the 
ordinary members, beyond that indispensable to economi- 
cal conduct of the society, is liable to prejudice the future 
of the movement. The co-operative society has always 
differed from the ordinary joint-stock company in that the 
interests of the customers have necessarily been identical 
with those of the owners and directors. The separation of 
these interests would be contrary to the essential co- 
operative principles. 

The tremendous expansion of the co-operative move- 

ment during the last half century, constantly 


eet passing the limits that were from time to 
Enterprise. time predicted by economists and others, 


warns one against defining too dogmatically 
the boundaries of co-operative enterprise. The movement 
is still growing rapidly, and fresh ventures are ever being 
undertaken, encroaching on what hitherto has been regarded 
as the sacred preserve of capitalist organisation. There are, 
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however, a few advantages peculiar to certain branches of 
capitalist enterprise that for some time must serve as a 
check ona too rapid extension of co-operation. Such advan- 
tages arise not so much from those defects of the co- 
operative movement noted in the previous paragraphs (for 
these are shared often to an even greater degree by private 
firms) as from the nature of the industrial and commercial 
system which in many important respects favours private 
more than co-operative enterprise. 

Risk-taking plays a large part in modern production, 
and the private firm and joint stock company are in a 
better position to undertake the risks of enterprise than 
the co-operative concern. The average member of the 
co-operative society is much poorer than the average share- 
holder in the joint-stock company. Consequently he is 
less willing, as a rule, to permit his small capital to 
be used in speculative undertakings. Further, and more 
important, the fact that the co-operative societies pay a 
fixed interest on capital and divide the surplus proper 
according to purchases is an obstacle to the taking of undue 
risks. Naturally the co-operator would object to hazard- 
ing his small capital when he would not share directly in 
any extra profits. The co-operative societies must play 
for safety to a greater extent than the joint stock companies. 
It would be highly undesirable for the co-operative societies 
to alter their principle of paying a fixed rate of interest on 
share holdings, which is one of the most valuable features 
of the whole movement; yet this distinctive principle, 
which puts the societies on a different plane from the joint- 
stock companies, at the same time places them at a dis- 
advantage in certain branches of economic activity. The 
ability of the members to withdraw their shares at any 
time is apt to throw the co-operative society into difficulties 
in periods of bad trade—as was proved in many instances 


LIMITS TO CO-OPERATIVE ENTERPRISE. 221 


during the post-war depression. Also, the ordinary 
capitalist company can make use of the risk-distributing 
machinery of deferred, ordinary and preferred shares, 
whereas the co-operative society has necessarily to distri- 
bute any risk it undertakes equally among all the share- 
holders. ; 

There are some long-established industries and services in 
which the co-operative societies find it comparatively diffi- 
cult to secure a footing. The obstacle is still greater when 
the business is in the hands of a monopoly. The railway 
and transport services, for example, have been built up in 
this country by private enterprise, which has had a long 
start over the co-operators. Indeed, State ownership of 
the railways and similar services is a more likely proposition 
than co-operative ventures in this direction. A further 
limit is imposed in the case of commodities produced for 
the well-to-do and many of the middle-classes who are un- 
likely to enter the ranks of co-operators. A large propro- 
tion of the total national production is of this character. 
Again, the bulk of the machinery and raw materials used 
in the factories and shipyards must, for a long time, come 
from non-co-operative sources. And in the sphere of foreign 
trade, the co-operative movement is necessarily limited, at 
least while conducted on present lines. International trade 
is almost entirely wholesale, the merchant rarely having 
anything to do with the ultimate consumer, who may be 
thousands of miles away. True co-operation, however, 
assumes personal contact with the consumer, who is not 
merely a customer but a part-owner. Eventually the 
workers of the world may be sufficiently organised as to 
permit of an international co-operative movement. But 
for the immediate future, foreign trade, except where 
it is a matter of securing materials for the C.W.S. factories, 
is likely to remain in private hands. 


222 THE CO-OPERATIVE MOVEMENT. 


All this must not be taken to impose permanent limit- 
ations on co-operative function. Certain of the above 
obstacles are sure to weaken with the changes in social 
structure that are now visibly taking place. When the 
Rochdale Pioneers started their little store, a national 
wholesale organisation was not imagined ; and when the 
C.W.S. was founded, the most sanguine of its supporters 
could not have conceived to what magnitude and power it 
would grow. Likewise at the present time it would be 
folly to lay down exact limits to the co-operative achieve- 
ments of the future. 

The co-operative movement employs nearly 200,000 

workers, about three-quarters of whom are 
The : in the retail societies, and one-quarter in the 
Co-operative ane 
Employee. wholesale societies. These employees are 

not in the same position as those in producers’ 
societies. They receive wages like workpeople in the ordin- 
ary concerns, and have very little more share in the 
management, if any at all. Until recently the workers in 
the co-operative shops and factories had practically no 
specific representation on the boards directing the policy 
of the society, and were disfranchised from voting at 
members’ meetings. It was feared that they might use 
this power to their own advantage. Whereas only a small 
percentage of the ordinary members turn up, as a rule, for 
the business meeting, a much bigger proportion of those 
employed (who are naturally more interested in the conduct 
of the society) are likely to attend. The fear that the con- 
sumers’ interests might be subordinated to those of the 
employees can therefore be understood. A certain degree 
of workers’ representation is very desirable, however, and 
during the last few years some progress in this respect has 
been made. In many cases, the employees have a limited 
number of representatives on the governing boards, but the 
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proportion is small enough to ensure the predominence 
of the consumers’ interests. It would be strange if, at a 
time when joint industrial councils were being set up in 
capitalist undertakings, the co-operative societies did not 
grant a measure of representation to their employees. 

Generally speaking, the wages and working conditions of 
the co-operative employee are better than those prevailing 
in ordinary concerns. Unfortunately several disputes have 
arisen, for various reasons, and the workers more than once 
have had recourse to the strike weapon. Over half of the 
co-operative employees are in the National Union of Dis- 
tributive and Allied workers, and most of the remainder 
are in other unions. Following a dispute in 1923, fresh 
machinery was devised for the maintenance of industrial 
peace within the co-operative movement. It was defi- 
nitely asserted that “the Co-operative and Trade Union 
movements should be considered as two departments of 
working-class activity created for the purpose of improving 
the conditions of life and labour for the workers.” The 
scheme provides for local joint councils, equally representa- 
tive of the employees and the societies. Disputes are to 
be submitted to the local joint councils first, and, in the 
event of disagreement, to area joint councils, of which there 
are to be eight in the country. Should there still be no 
agreement, the matter is to be referred to national joint 
councils, which also have the power to deal with questions 
that effect more than one area. 

This scheme, however, failed to prevent a serious dis- 
pute in the North of England early in 1925, which demon- 
strated the urgent need of an efficient conciliation 
machinery, in the interests, not only of the individual 
employees and members, but of the movement as a whole. 
Strikes within the co-operative ranks are especially deplor- 
able as they tend to magnify the dissension among the 
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working classes themselves and give a bad impression to 
the outside world. 

The co-operative society is not so pronounced a class 

organisation as the trade union, and cannot 
roan i? by its nature be so aggressive. It is more 
Movement. concerned with a worker’s interests as a con- 

sumer than as a producer. From the material 
standpoint it cannot hope to raise the real income and 
status of the member by any appreciable degree. The 
trade union, on the other hand, is usually regarded by 
the workers as serving a more valuable purpose. It not 
merely helps to raise wages and improve the working con- 
ditions, but is intended by many of its adherents to play 
an important réle in supplanting the capitalist system ; for 
this end it is claimed to be a more potent force than the 
co-operative society can ever hope to be. 

Only during the last decade or so has the co-operative 
movement frankly thrown off its guise of neutrality. 
Different from the co-operative organisations on the Con- 
tinent, the British societies until recently took no active 
part in the political and industrial labour movement. It 
was claimed to be no function of the movement to partici- 
pate in disputes, but probably the main reason was the fear 
that a large proportion of the co-operators would cancel 
their membership if the societies played a direct part in the 
agitation for the improvement of labour conditions. 

But this independent attitude was already weakening 
before the war. In 1913 the C.W.S. gave valuable 
assistance in the way of food supplies to the dockers on 
strike in Dublin. Similar help was given during the 
national railway strike of 1919. Another link between 
the two movements was provided by the C.W.S. Bank, which 
now manages the greater part of trade union accounts. 
There is also an exchange of fraternal delegates at the 
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annual Congresses. But the most significant step taken 
during the last few years was the entry of the movement 
into politics, and the establishment of the Co-operative 
Party. The agitation over the liability to the income tax 
was a large factor in bringing about this action. The Co- 
operative Party has a working agreement with the Labour 
Party, though so far there has been no actual amalgama- 
tion. 

The programme of the Co-operative Party lays down 
ambitious claims for international co-operation and the 
abolition of secret diplomacy ; it advocates a capital levy 
and an increased income-tax on large incomes ; it aims at the 
establishment of national credit banks and supports the 
nationalisation of the land ; and it makes sundry recommen- 
dations for the prevention and relief of unemployment, the 
control of monopolies and trusts, the reform of the electoral 
system, etc. The benevolent neutrality of the co-operative 
societies in the labour movement is therefore a thing of the 
past. All the signs point to a growing unity of purpose 
and action on the part of the two main organisations. 
The twentieth century has witnessed considerable progress 
towards the stage when every trade unionist will be a co- 
operator, and every co-operator a trade unionist. 
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THE CAUSES OF UNEMPLOYMENT. 


The study of unemployment is very complex for it in- 
volves inquiry into the workings of the whole 
Foonome economic system. Suggested remedies for 
auses of : : : : 
Unemployment. the evil are legion, but the more one investi- 
gates the causes of unemployment, the more 
one doubts the chances of success of any single panacea 
working alone. Some unemployment is, as it were, a 
surface complaint, and can be treated with a simple 
remedy. But most unemployment has its roots much 
deeper in the economic system, and treatment must neces- 
sarily be more thorough and fundamental. In this chapter 
the nature, causes and effects of unemployment are con- 
sidered ; in the later chapters will be examined the steps 
that have been and that might be taken to cope with the 
problem. 

For convenience, the causes of unemployment may be 
classified under the several headings, (1) economic, 
(2) personal, and (3) war. But it must be emphasised at 
the outset that these categories are by no means exclusive 
of each other, that influences so act and react that it is 
frequently difficult to say which is cause and which is effect. 

The first set of causes, the economic, comprises some of 
the principal factors in the problem, and for purposes of 
analysis it is necessary to study them in two sub-sections, 
(a) primary causes of unemployment, affecting the whole 
of industry and (bd) less fundamental causes of unemploy- 
ment, affecting only particular trades. 
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In the past, production was usually for a known market. 
The order was given first, then the producer 
Primary set to work to fulfil the order. Conditions 
Eeauoune have changed, and the growing practice is to 
(a) Lack of | produce first and find a market afterwards. 
a In the aggregate, the demand may be roughly 
Producers. estimated, and, provided that the total pro- 
duction of a given article is not in excess of 
the effective requirements (though the extent of effective 
supply and demand will, of course, be largely determined 
by the price at which the article in question sells), there is 
no objection to production in advance of demand. Indeed, 
the practice is generally advantageous, in that it permits 
of continuity in production, with its attendant economies. 
Further, it makes employment more regular ; it is better 
to employ labour, during what would otherwise be slack 
periods, in making goods “ for stock,” than to dismiss a 
number when trade is temporarily quiescent, and then 
feverishly take on labour and indulge in overtime, when 
the market becomes active again. 

But, despite the merits of competitive enterprise, there 
is a certain danger in the system, namely, ignorance on the 
part of one producer of the extent of another producer’s 
output. Competitive producers, in order to secure as large 
a share of the demand as possible for themselves, may turn 
out between them a greater quantity of goods than can 
profitably be sold in the market.* The result may be 
temporary curtailment if not actual cessation of output 


’ 


* In a sense, “ over-production ”’ of an article cannot take place 
if some wants for that article remain unsatisfied. General over- 
production, z.e. the condition when every want has been met, is 
inconceivable. But we are here, for simplicity, interpreting the 
term in the customary manner. A commodity is said to be over- 
produced if the price brought about by the relatively large supply 
is too low to cover the normal expenses of production. 
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and a corresponding dismissal of workers. The firms 
mark time until trade improves again, and in the mean- 
time the percentage of the unemployed remains very high. 
Thus, the lack of co-ordination among producers may be 
cited as a prominent cause of unemployment. 

Another instance of imperfect co-operation is afforded 
when one set of producers, engaged in turning out a part 
of a certain article, do not keep proper pace with those 
engaged on the other parts. They may “run ahead ” and 
then have to “ go slow”’ until they are caught up. If this 
occurs in different departments of a single firm, the manage- 
ment is directly to blame. But sometimes it happens 
among different sections of an entire industry, and is the 
fault of nobody in particular. An invention, for instance, 
may speed up the production of an article which is but a 
component part in the making of something esle. Until 
there is another invention causing a correspondingly in- 
creased output of the other parts involved, there will be 
dislocation. Thus when the spinning jenny was introduced, 
yarn was turned out at a faster rate than that at which 
the hand-weavers could convert it into cloth, and con- 
sequently there was periodical unemployment among the 
spinners while the weavers caught them up. When the 
power loom was invented, the situation improved, for now 
the weaver could use up all the yarn that the spinners 
offered them. 

Statistics of unemployment show that in the unskilled 

trades there seems to be a permanent over- 


(b) The supply of casual labour, while even in 
ae, si the skilled trades the percentage of unem- 
Under. ployed never drops to zero. There appears 


employment. to be in all trades an “irreducible mini- 
mum” of unemployment, due, not to the 
chronic idleness of a few, but to the loss of time_by the 
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many.* This “labour reserve’ consists of men who are 
liable to be required occasionally but not wanted per- 
manently, and its extent depends on the number of 
separate employers, the nature and regularity of the 
business, the mobility of labour, etc. The “stagnant 
pools”’ of labour mean permanent under-employment, 
for those directly concerned, while it tends to depress 
conditions of employment among those who are fortunate 
enough to be in work. 

Casual employment is notorious at the water-side, but 
it is not uncommon in many other directions. The build- 
ing and transport trades, for example, suffer largely from 
this disease, while a labour reserve of one or two per cent. 
is found in the most skilled and organised occupations. 
The clamour for employment is more noticeable at the 
dock gates than elsewhere, and consequently evokes 
more sympathy. Much of the work is semi-skilled, and 
there seems to be a constant gravitation to the docks of 
men who, for one reason or other, have lost their position 
in other occupations. The demand for such labour is never 
as great as the supply, and the workers come to regard an 
average of three or four days work per week as the best 
they can expect. It was estimated before the war that 
Over 30,000 men were occasionally employed at the Liver- 
pool docks alone, though rarely more than 20,000 were 
required at a time even on the busiest days. The position 
in London was even worse. In recent years there has been 
a certain improvement in the decasualising of dock labour, 
but the situation is still far from satisfactory. 

Under-employment does not necessarily mean distress. 
The wages for the time actually worked may be sufficient 
to provide subsistence for the time spent in idleness ; or 


* For a thorough analysis of this question, see Beveridge, Unem- 
ployment, Ch. V. 
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assistance may be received from insurance and trade 
union funds ; or, as in the case of the cotton trade, the loss 
in time may be distributed over all the workers, short-time 
taking the place of dismissals. But where under-employ- 
ment is chronic, as at the water-side, these ameliorative 
conditions are not present to any marked degree, and much 
poverty results. Both the Majority and the Minority of 
the Poor Law Commission (1909) were agreed that under- 
employment due to the reserve of labour was one of the 
greatest causes of pauperism and distress. 

It has been observed that periods of prosperity and 
depression follow each other at fairly regular 
intervals, and this has given rise to the belief 
that there is something inherent in the 
economic system which causes trade to move in cycles. 
The estimates of the length of a complete period vary, 
but 7 or 8 years may roughly be taken as the term. 
The table on p. 231, showing the average unemployment 
for each year since 1850, demonstrates the rhythmical 
nature of trade activities. It is beyond the scope of this 
book to enter into the nature and causes of cyclical 
fluctuations,* but a general consideration is necessary as 
the subject is so fundamentally bound up with un- 
employment. The principal explanations that have been 
offered may be summarised. 

(i) The Excess-credit and Over-production Theory. A 
short survey of the trade cycle (so far as it can be reduced 
to a type) will serve to illustrate the over-production 
theory. Suppose, at the commencement, there is a genuine 
extension of trade, harvests are good, profits and wages 
high, and the percentage of unemployment low. Good times 


(c) Cyclical 
Fluctuations. 


* For a concise account of this subject, see Lavington, The Trade 
Cycle. For fuller analysis, see Mitchell, Business Cycles and Unem- 
ployment. 
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like these witness the rapid accumulation of capital, and 
the consequent demand for securities causes their price to 
rise. An incentive is offered to promote new companies 
and issue fresh securities to would-be investors. Specula- 
tion is encouraged. For the furtherance of new concerns 
money is increasingly needed, and credit facilities are 
widely given. Credit documents having to all intents and 
purposes the same power of exchange as money in the 
narrow sense of the term, there is now a greater amount 
of purchasing medium in circulation. With the increase 
in the effective demand for goods, prices rise, and the 
increase is further emphasised by the action of consumers 
who, expecting prices to go on rising, purchase in advance 
of their normal requirements. Rising prices are a cause of 
still further productive activity, for the margin of profit 
between costs and selling prices increases during the period 
between the initiation of production and the selling of the 
article. The extra profits encourage firms to extend their 
output, while new firms are prompted to enter the field. 
The lack of co-ordination mentioned above now becomes 
dangerous, and in all probability production is carried to 
excess. Over-supply naturally checks the rise in prices, 
and sooner or later the downward trend begins. 

The activities belonging to a period of good trade are 
now reversed. Firms which heavily committed themselves 
in the expectation of a further rise of prices find them- 
selves in difficulties. The optimism of the first period is 
supplanted by a pessimism which, like neuralgia, quickly 
spreads. There is a frantic appeal for credit to the banks, 
which, however, are not in a position to extend such facilities. 
More likely, the banks, in order to secure their own position, 
raise their rate and call in existing credits, and so make 
the position even worse. There is a rush to sell in order 
to get ready cash, and this again forces prices down. 
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Further, in view of the falling prices, consumers delay 
purchasing beyond their daily needs, and so intensify the 
situation. Firms now cut down their production, and dis- 
charge or put on short-time many of the workers. The 
reduced spending-power of these workers is an additional 
reason for the falling-off in demand and the further lowering 
of prices. And so the depression goes on until there is 
literally an under-production of goods. Supply becomes 
short, prices harden, trade begins to revive, and the cycle 
of trade is completed. 

(ii) The Psychological Theory. Exponents of the psycho- 
logical theory do not dispute the influence of monetary and 
banking arrangements on the state of trade and therefore 
on employment. They lay greater stress, however, on the 
errors of optimism and pessimism among business men 
than do the advocates of the ordinary over-production 
theory. In times of prosperity people are prone, quite 
apart from the liklihood of a further rise in prices, to buy 
extensively, and so stimulate further production. In bad 
times they are apt to stint their purchases, and so cause 
production to fall off. Even if prices were stabilised, it is 
contended, there would still be a tendency to a rhythmical 
recurrence of these errors of optimism and pessimism, 
manifesting themselves in cyclical fluctuations. 

“Tt may be—and indeed it certainly is—the fact that 
the monetary and banking arrangements current at the 
present time cause errors of optimism and errors of pessi- 
mism to be larger than they would be in a regime of stabilised 
general prices: because, when general prices are rising, 
the ordinary man, while seeing clearly the benefit to him- 
self that will result from the rise in his own things, does not 
attend so closely to the harm to himself that will result 
from the rise in other things ; and similarly when general 
prices are falling. But to grant this is not to grant that 
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errors of optimism and of pessimism are merely monetary 
phenomena. In a world of pure barter they would still 
exist: A and B each making at the same time now an 
exaggerated, now an inadequate estimate of the other’s 
prospective real demand for his stuff.” * 

This theory is closely bound up with the over-production 
theory outlined above. By itself the psychological theory 
would seem inadequate ; it fails in particular to explain 
the “turn” of events from good times to bad, and vice 
versa. But the element of truth in it cannot be overlooked. 

(i) Climatic Theortes. Variations in climatic conditions 
are found to be fairly regular, and some writers have attribu- 
ted to this factor the cyclical fluctuation in industry. Half- 
a-century ago Jevons formulated his famous “sun spot ” 
theory. He contended that regular solar movements affec- 
ted the amount of sunlight and heat, and thus influenced 
the state of harvests. Agriculture being the most impor- 
tant industry, its fluctuations would soon react on other 
less basic industries, so affecting employment. This 
particular theory has long been abandoned, but the regu- 
larity of climatic changes is so evident, and the periods in 
the climatic and the trade cycle seem to be so similar, that 
the existence of some direct relation between them cannot 
be lightly dismissed. 

Sir William Beveridge, in an inquiry into the relation 
between British exports (a good though not infallible in- 
dication of general trade) and barometric conditions 
suggested “‘ that the apparent periodicity of the figures is a 
true one, and arises from some physical cause or combina- 
tion of causes, whether terrestrial or super-terrestrial, 
having a regular fluctuation in a period of between fifteen 
and sixteen years, or some factor thereof, and causing a 


* A.C. Pigou, Memorandum on Corvrectives of the Trade Cycle, in 
Is Unemployment Inevitable ? (ed. by Astor, Bowley, etc. 1924), p. 98. 
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corresponding fluctuation in the productivity of the 
earth.”* Later he concluded that his “ suggestions... if 
proved, establish beyond question the meteorological 
factor in trade fluctuation, in agreement with the 
principles, though not the details, of what has been 
written on the subject by Professor W. S. Jevons... 
It is necessary to add that this would establish climatic 
variations as one cause, not as the sole or perhaps even the 
main cause, of cyclical fluctuation of industry. The state 
of the export trade affects employment and wages, but does 
not dominate them. The times of greatest hardship to the 
population as a whole generally fall near the times of dim- 
inished exports, but do not always do so. There are some 
causes of fluctuation—financial, industrial and social— 
clearly independent of the climatic and the export trade.” 
(iv) The Over-savings or Under-consumption Theory. 
While in some ways it resembles the over-production 
theory, the under-consumption theory differs in that it 
places emphasis on the failure of consumption to keep up 
with production. Mr. J. A. Hobson has expounded this 
theory most fully, and a statement of it may be best 
given in his own words. It will be seen that he attaches 
little importance to misdirected production and to climatic 
fluctuations as the real cause of cyclical fluctuations. 


“The existence of a normal tendency for... production to out- 
run... consumption ...7.e. the existence of a limited market, is 
attested by common experience... This normal failure of con- 


* Economic Journal, March 1920. See also articles by the same 
author, ibid., June 1920 and December 1921. A further factor in- 
fluencing conditions of trade is suggested, viz., output of gold. But 
the effects of this are fairly similar to those described above in 
connection with extended credit, and so do not call for separate 
consideration. 

{ See his Economics of Unemployment, 1923, for his latest exposi- 
tion of this theory. 


236 THE CAUSES OF UNEMPLOYMENT. 


sumption to keep pace with actual and potential production is 
manifestly responsible for the periodic gluts, stoppages, under- 
production and unemployment, which precede and constitute 
cyclical depressions. Misapplication of productive power... 
though responsible for much waste, will be a fairly constant factor 
in the complex world economy, and cannot be regarded as a chief 
cause of the accumulating general gluts which usher in cyclical 
depressions. Nor is there any reason to suppose that meteorological 
fluctuations affecting world-harvests are competent to account for 
the size and the nature of the phenomena of trade depressions. 
There is only one sort of maladjustment of economic forces adequate 
in nature and magnitude to explain the actual phenomena—viz., 
a normal tendency to apply to the production of capital-goods a 
proportion of the aggregate productive power that exceeds the 
proportion needed, in accordance with existing acts of industry, to 
supply the consumption-goods which are purchased and consumed. 
In other words, if there exists a normal tendency to try to save and 
apply to capital purposes an excessive proportion of the general 
income, we have a valid explanation of the actual phenomena of 
fluctuations and depressions.’’* 


The writer goes on to show that over-saving springs from 
the wide disparity between the rich and poor, and from 
“the large elements of unearned and unneeded income 
which falls to the former class.’”’ The economic checks pro- 
vided by a fall in interest and in general prices are considered 
inadequate. The conclusion is therefore reached “ that 
there can be no real remedy except a removal of the surplus 
elements in large incomes which brought about the dispro- 
portion between saving and spending.” This theory 
resolves itself into the belief that there is a proper ratio 
between spending and saving at any time, this ratio being 
such that the amount saved will be just sufficient to satisfy 
the normal demand for “ final” commodities. Any excess 
of this amount will cause production and the market to 
become congested, and, pending the time when the glut will 


* Economics of Unemployment, pp. 146-7. 
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be worked off, there will be excess of all the factors of pro- 
duction, thus involving unemployment. 

The under-consumption theory has been criticised by 
certain economists who, while recognising the inequity of 
the distribution of wealth, do not accept this as the prime 
cause of cyclical fluctuations. They maintain that the 
trade cycle would still be found in conditions where the 
wealth was better distributed. Prof. Mitchell suggests that 
if the main reasons for fluctuations were the lagging of 
consumers’ demand behind the supply of consumers’ goods, 
the prices of such goods would be expected to fall before 
the prices of raw materials and producers’ goods—which is 
not borne out by experience. The under-consumption 
theory is valuable, however, in stressing the importance of 
demand and the manner in which unequal distribution 
causes an improper allocation of the social income among 
consumption goods and capital goods. 


As indicated at the beginning of this discussion, it has 
been possible in these pages to make only bare reference 
to the more important attempts at explaining cyclical 
fluctuations, with a view to giving some idea of the com- 
plexity of the problem.* Probably there is no single cause 
at all, and any schemes that may ultimately be adopted to 


* The following extract from W. C. Mitchell’s Business Cycles, 
p. 19, illustrates the variety of thought on the subject. ‘“‘ May 
ascribes crises to the disproportion between the increase in wages and 
productivity, Aftalion to the diminishing marginal utility of an in- 
creasing supply of commodities, Bouniatian to over-capitalisation, 
Spiethoff to over-production of industrial equipment and under- 
production of complementary goods, Hull to high costs of construc- 
tion, Lescure to declining prospects of profits and current capitalisa- 
tion, Sombart to the unlike rhythm of production in the organic and 
inorganic realms, Carver to the dissimilar price fluctuations of 
producers’ and consumers’ goods, Fisher to the slowness with which 
interest rates are adjusted to changes in the price level.” 
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correct the trade cycle will not be entirely successful unless 
they operate in more than one direction. But ignorance of 
the true cause of the trade cycle is no reason for lack of 
action so far as unemployment is concerned. Though we 
do not know wiy the trade cycle occurs, we know that it 
will occur, and can therefore adopt certain measures to 
minimise the evil effects on the worker’s employment. 
Such plans will be considered in the next chapter. 
Some authorities rank deficiency of industrial training as 
a prominent cause of unemployment. For 
eee example, the Minority Report of the Poor 
Training. Law Commission states, “we regard this 
perpetual recruitment of the unemployable 
by tens of thousands of boys, who, through neglect to provide 
them with suitable industrial training, may almost be said 
to graduate into unemployment as a matter of course, as 
perhaps the gravest of all the grave facts that the Com- 
mission has laid bare.”’** In another place it submits that 
“the mass of unemployment is continually being recruited 
by a stream of young men from industries which rely upon 
unskilled boy labour and turn it adrift at manhood without 
any general or special industrial qualifications and... it 
will never be diminished until this stream is arrested.’’+ 
There is a close relationship between “ blind-alley ” em- 
ployment of juveniles and subsequent unemployment. 
With the subdivision and simplification of processes there is 
a growing demand for boy labour in many parts of industry. 
In the tending of semi-automatic machinery and in the 
delivering of purchases, the boy can earn fairly good wages 
soon after leaving school. For reasons of poverty, and, to 
a less extent, of ignorance, parents send their children into 
occupations in which high wages are being offered but 


* See Dearle, Industrial Training, p. 416. 
+ Minority Report, Pt. I1., p. 224. 
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where little or no opportunity of development and advance- 
ment is offered. In consequence, when the boy reaches 
manhood the wage is insufficient for adult requirements, 
yet he is not able through lack of training to undertake 
more remunerative employment elsewhere. “No use 
at five-and-twenty is of more validity than too old at 
forty.”’* 

Other authorities, however, while admitting the serious- 
ness of deficient training, would not place it in the. first 
rank of causes of unemployment. Thus, Sir William 
Beveridge contends that, while improvement of industrial 
training like every other increase of efficiency must raise 
the general level of prosperity, “ its direct value as a remedy 
for.unemployment is somewhat limited—it cannot touch 
the causes of industrial fluctuations or in practice prevent 
casual employment.”’ 

In recent years a new type of industrial organisation has 

developed, which, while retaining many of 
ear he the earlier characteristics, has attempted— 
Unemployment. very successfully in many instances—to over- 

come the lack of co-ordination among pro- 
ducers. This organisation may take several forms, ranging 
from the highly organised Trust to a simple “ honourable 
understanding,” but the result is the same, viz., the reduc- 
tion or disappearance of effective competition and, with 
the knowledge of the requirements of a defined market, the 
elimination of excessive production. 

The immediate effect of the formation of a trust may be 
to throw many workers out of employment. Possibly in 
the days of unlimited competition and unrestrained enter- 
prise, too many firms had entered the field, or (what 
amounts to the same thing) existing firms had extended 


* Reginald Bray in Memorandum, Report on the Poor Laws, Appen- 
dix, vol. ix., pp. 315-29. 
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their plant in excess of what the market justified. This 
meant either over-production or working a system of short 
time. On the formation of the trust, a number of the 
concerns, especially the less efficient ones, would probably 
be closed down in order that the rest might work full time. 
Against the unemployment thus caused should be offset 
the better employment offered in the concerns in which 
regular now takes the place of intermittent production. 
But, assuming that the trust does not unduly restrict the 
output, the effects on employment in the long run are all 
to the good. A properly conducted trust or other monopo- 
list organisation does not, so far as lies in its power, over- 
produce. Employment, therefore, tends to be more regular 
than in industries in which firms are still in competion and 
output is not co-ordinated. 

Unfortunately the assumption that the trust will not un- 
duly restrict the output is seldom borne out in practice. The 
stricture often made against the present system, that ‘ pro- 
duction is for profit and not for service,” is peculiarly true 
when applied to the trust. The monopolist may find it 
more profitable to sell a smaller amount at a higher price 
per unit. Increase in profit is here quite compatible with 
decrease in service to the community. To secure his 
“maximum net revenue,” output is contracted and men 
are dismissed. The effects of “‘ trustification ’’ on employ- 
ment are thus seen to be very mixed. In so far as 
employment is made more regular there is a distinct 
advantage. In so far as men are discharged owing to the 
greater economies of organisation, the result may be bene- 
ficial in the long run, despite the hardships caused at the 
time. But to the extent that the trust finds it more 
profitable to restrict the output, the result is harmful both 
to the workers directly affected and to the community at 
large. 
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It is frequently urged, and with some justice, that while 
the distribution of the social product is as 
Gs Sema! unequal as it now is, unemployment will 
never be eliminated. One argument on these 
lines, the over-savings or under-consumption theory, has 
been previously mentioned. The ill-effects of an ine- 
quitable distribution of income can be demonstrated in 
other ways. Income spent on luxuries does not render as 
much social utility as that spent on necessaries. Firstly, 
a given amount of money means, on the average, a greater 
degree of satisfaction to a poor man than to a rich man. 
Secondly, the consumption of necessaries is more cumula- 
tive and reproductive in its effects than the consumption 
of luxuries. From a moral point of view, it might be 
argued that though the consumption of luxuries is desirable, 
it is not justified so long as there are necessary wants going 
unsatisfied. From the strictly economic point of view, it 
can be shown that there is a definite loss in productive 
power and efficiency if an undue proportion of the national 
income is expended on articles of luxury. This necessarily 
reacts on the demand for labour. 

One sometimes encounters the argument, however, that 
the demand for luxuries provides work for many people, 
and that a curtailment of large incomes by taxation or 
other means will reduce the demand for labour in propor- 
tion. Inasense thisistrue. A reduction in large incomes 
might reduce the employment in (say) the perfumery trade. 
Even more noticeably, it might reduce the number of foot- 
men or ladies’ maids. But the question at issue is a much 
broader one. In so far as these people have, while em- 
ployed, contributed no useful service to the community as 
a whole, their being thrown out of employment would not 
materially affect the social welfare. They were not 
rendering any productive service before (¢.e. from the com- 
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munity’s standpoint), and their discharge therefore does 
not reduce the national prosperity, regarded as a whole. 
Suppose these people could be diverted to occupations of 
a more productive character. With the same total effort, 
the output of the community would now be increased. The 
man who hitherto was a consumer but not a producer now 
becomes a consumer and a producer. The real wealth of 
the community increases and so, up to a point, does the 
spending power. Increased spending power means increased 
demand for labour. Thus it is conceivable that the un- 
employment caused by contracting the output of luxuries 
is ultimately more than balanced by the extra employ- 
ment created in other quarters. 

Needless to add, this reasoning applies even more strongly 
in the case of a section of the community which consumes 
wealth but makes no attempt of any kind to render a service. 
A better distribution would compel those people who at 
present contribute nothing at all to the social product to 
seek more useful occupations. Here again, the total wealth 
produced would be increased, and with it the beneficial 
effects on employment described above.* 

So far only the economic causes of unemployment affect- 

ing the whole of industry have been 


Economic considered. But it is found that even™in 
Causes : : ; 
affecting the most prosperous times there is a certain 
Particular amount of unemployment in particular trades 
Trades. i i 

that cannot be attributed to the primary 


(a) Seasonal ; 3 : 
Demand. economic causes considered above. Inquiry 


must be made, therefore, into those reasons 

for unemployment which, though not of general applica- 
tion, have serious consequences in individual trades. 

* It might be argued in opposition to this view that the entry of 


the non-workers into industry would cause unemployment among 
those already working. But see below, pp. 251-2, note. 
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Many trades are subject to seasonal fluctuations, climatic 
conditions here playing a large part. It will be observed 
from the following extract, taken from the Minority Report 
of the Poor Law Commission, Part II., that the different 
trades have their particular periods of depression, these 
periods being spread throughout the year. 


“Thus, January is the busiest of all months at the docks of London 
and most other ports, and is one of the busiest for coal miners ; 
February, in paper-making ; March, in steel-smelting and textile 
manufactures ; April, in brush-making and the furniture trades; 
May, in engineering and ship-building, coach-making, hat-making, 
and leather work; May, June, and July, in all the ramifications of 
the clothing trades, as well as among mill-sawyers; July and 
August, for the railway service and all occupations in holiday resorts, 
as well as for carpenters and coopers ; August and September, for 
all forms of agricultural harvesting ; September, for plumbers and 
iron miners ; October, in iron and steel works ; November, in print- 
ing and bookbinding, in the tobacco trade, the tinplate manufacture, 
and the metal trades generally ; whilst in December coal mining, 
the very extensive theatrical industry, the post office service, and 
the gas and electricity works are all at their greatest volume of em- 
ployment. On the other hand, January shows iron-mining and the 
furnishing trades to be at their slackest ; in February (contrary to 
popular belief) the plumbers have most unemployment of any time 
of the year ; in March and April, the coopers ; in May and June, the 
London dock labourers and the coal-miners ; in July, the iron and 
steel and tin-plate workers ; in August, the paper-makers, printers, 
bookbinders, and tobacco workers; in September, the textile 
operatives and various metal workers ; in October, all the clothing 
trades are at their slackest ; in November, shipbuilding is, on the 
average, at its minimum; whilst December is the worst month for 
carpenters and engineers, mill-sawyers, and coach-builders, leather 
workers, and brush-makers.”’ 


Whereas the demand for labour in the industries just 
enumerated is seasonal and regular, the 

| le oad demand in certain other occupations is spas- 
modic and irregular. The problem of the 

dock labourer, whose employment is largely dependent on 
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the tides and the weather, and on conditions of trade in 
different parts of the world, has already been mentioned. 
Fashion, too, plays an appreciable part in affecting the 
regularity of employment. Changes in styles of clothing, 
for instance, necessarily react on conditions of employment 
in the trades affected. Even the most experienced fabric 
or clothing manufacturer cannot be sure that his calcula- 
tions will not be upset by the vagaries of fashion ; and 
extra demand for a particular article or service which 
comes into popular favour may be accompanied by a 
reduced demand in other directions. Thus if felt hats 
become fashionable in summer, there is a corresponding 
falling-off in the demand for straw hats. Again, the dis- 
covery of a substitute, such as electric light for gas light, 
or the motor car for the horse coach, may cause unemploy- 
ment during the period of change. 

The introduction of labour-saving machinery is a frequent 
cause of unemployment in particular trades, 
though in the long run it is usually to the 
general advantage. The effects may be very briefly out- 
lined. Machinery cheapens production and as a rule causes 
a reduction in price. The extent of the reduction depends 
on the state of competition and on the elasticity of 
demand. If there is a larger demand, the amount pro- 
duced will be increased, thus absorbing some of the 
workers displaced. In certain instances, however, the 
demand is not sufficient to retain all the workers originally 
employed. Agricultural machinery is permanently reducing 
the number of labourers. Similarly even in the textile 
industry : 

“ The introduction of spinning and weaving machinery 
into Lancashire and Yorkshire afforded a considerable in- 
crease of employment, and a number of successive inven- 
tions and improvements during the second and third 


(c) Inventions. 
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quarters of the last century had a similar result, but later 
increments of machinery have not been attended by similar 
results ; on the contrary, there has been a decline in the 
number of persons employed in some of the staple textile 
processes. The introduction of type-setting machines into 
printing works has been followed by a large increase in 
employment ; the introduction of clicking machinery into 
the shoe trade has been followed by a net reduction of 
employment.’’* 

But in the making of the machinery and the building 
of new plant, there will be a certain derived demand for 
additional labour. If the demand for the machines and 
machine-products, however, is not sufficient to absorb all 
the men engaged at first, there is still an outlet for the 
unemployed labour, for the reduction in the price of the 
articles leaves the consumer with the surplus which can be 
‘devoted to the purchase of other commodities. Employment, 
therefore, may be stimulated in one occupation as a result 
of improvement in technique in another. 

The ‘“‘long run” argument, however, offers little satis- 
faction to one who suffers in the “short run.” It is no 
relief to a man thrown out of employment by the intro- 
duction of a labour-saving device to be informed that 
somebody else either now or in the future will be the 
gainer in greater degree than the present loss. 

A little consolation is sometimes afforded by the “ time 
lag’ argument, which maintains that machinery is rarely 
introduced into all factories as soon as it is invented, and 
that displacement is therefore gradual. Thus, it is pointed 
out that hand looms were still very common in Bradford half- 
a-century after the discovery of the power loom, and that 
all the hand-weavers were not simultaneouly thrown on 


* Hobson, The Industrial System, p. 291. 
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the labour market.* ‘‘ New machines and new processes are 
seldom introduced everywhere simultaneously. They come 
gradually and experimentally. Even where the substitu- 
tion of the new process for the old is immediate, the existing 
workmen or some of them have naturally the first chance 
of learning the new one.’’f 

But with the rapid development of industry and the keen 
competition in the last few decades, the “ time-lag”’ is 
getting shorter, and it is becoming increasingly necessary 
for an employer to introduce new machinery as soon as 
possible or be beaten by more enterprising competitors. 
A well-known entrepreneur was reported recently to have 
scrapped machinery to the value of hundreds of thousands 
of pounds in order to introduce more up-to-date plant ; 
the discarded machines were themselves quite new, having 
been in use only a few weeks. There is no doubt that 
modern conditions make a “ time-lag ’’ very uneconomical, 
and that little dependence can now be placed upon it for 
alleviating the effects of machinery on employment. 

Compared with the other causes, strikes and lock-outs 
are not responsible for very much unemploy- 
ment, though in particular instances the 
effects may be serious. Disputes in one trade 
soon react on conditions in another, and the official statis- 
tics of “ hours lost” should strictly be supplemented by 
the amount of lost time in the dependent trades. Strikes 
and lock-outs in basic industries like mining, transport and 
engineering, cause more immediate unemployment in allied 
trades than disputes in such occupations as teaching, 
catering, etc. But many disputes are followed by extra 


(d) Industrial 
Disputes. 


* Nevertheless, there was considerable distress among the displaced 
hand-weavers, and the fact that it might have been worse is only 
slightly comforting. 

{ Beveridge, Unemployment, p. 114. 
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activity to make up for the lost time, and the ill-effects 
are thereby reduced. In any case, however, the percentage 
of unemployment attributable directly or indirectly to in- 

dustrial disputes is very small. 
The personal causes of unemployment, 7.e., those in- 
herent in the unemployed worker himself, are 


Personal not as important as the deeper economic 
Causes of causes outlined above. It is not easy, how- 
Unemployment. : : 

(a) Physical ever, to say which factors are _ strictly 
Disability. personal, and which factors are themselves 


the consequences of the economic and social 
system. In the discussion on the causes that may be 
roughly characterised as “ personal,” it will be noted that 
some are more inherent than others in the individual. 
Deficiency of mind or body is an obvious source of some 
unemployment. Deformity, weak mentality, accidents, 
etc., reduce a man’s chances of employment, though with 
the development of semi-automatic machinery suitable 
employment can be found for a certain proportion of the 
disabled. An instance is provided here of the difficulty of 
determining whether the cause is strictly personal or 
whether it should be classed with the economic or social 
influences. Industrial accidents are ever increasing while 
many physical deformities are doubtless due directly or 
indirectly to the factory system. To say that these causes 
are entirely personal would tend to throw on the wrong 
shoulders the responsibility for the people affected. The 
obligation should fall on the employer if the cause can be 
attributed to him, or on the State if the cause is less 
specific, springing from the economic system in general. 
With regard to old age as a cause of unemployment, it 
is found that men are not discharged by 
reason of old age only, any more frequently 
now than in the past. What is found, however, is that 


(b) Old Age. 
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immobility becomes more marked with advancing years, 
that a man’s adaptability declines, and that if a man 
after middle age loses his employment, whatever the reason, 
he finds it increasingly difficult to secure fresh employment. 
Messrs. Rowntree and Lasker found in an investigation 
of unemployment conditions in York that nearly a quarter 
of the regular workers employed at the time of their survey 
found re-entry into industry difficult on account of age.* 

Though its extent is liable to be magnified, the existence 
of a “won’t work”’ class cannot be entirely 
ignored. Perhaps it would be better to group 
the habitual vagrants and criminals among 
the unemployable rather than among the unemployed. 
Also, there are those who are willing to do some work, 
but very spasmodically, and seldom for a long stretch at a 
time. It is difficult to secure information on the amount of 
idleness caused specifically by defects in character, but the 
proportion is probably very low. The Departmental Com- 
mittee on Vagrancy reported in 1906 that the permanent 
vagrant class numbered between twenty and thirty thousand 
for the whole country. It was estimated that in times of 
industrial depression the number of persons with no settled 
home and no visible means of subsistence might amount to 
seventy or eighty thousand. Dealing with the second class, 
z.e. those who of their own volition only work now and again, 
the Report goes on to say, “‘ Under present conditions, the 
casual workman who takes to the road is almost certain 
sooner or later to join the ranks of habitual vagrancy.’’t 

The term “ unemployable” which has been used in this 
connection is somewhat ambiguous ; it may be taken to 
indicate both the casual hanger-on and the permanently 
idle, but its meaning is sometimes even wider. 


(c) Defects in 
Character. 


* Rowntree and Lasker, Unemployment: a Social Study (1911). 
t Report, pp. 22-24. 
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“Whether a man is employable or not depends upon the 
work which has to be done. The best carpenter in the 
world is unemployable as a compositor... A man whom 
it does not pay to employ in one industrial grouping 
may be fully worth his wages in another... It is... quite 
impossible to make hard and fast distinctions, or to 
separate a definite class of the unemployable. Not only 
is the line between this class and the rest of the community 
very hard to define even in theory ; in practice, men shift 
from one side to the other, and the line itself shifts accord- 
ing to the point of view of the observer.” * 

If one interprets the “unemployable” as those who 
owing to deficiency in character will not work, and the 
“unemployed ”’ as those who genuinely want work but 
cannot find it, one may affirm that the former present 
essentially a social problem, while the latter present an 
industrial and economic problem. Indeed, one might 
omit all these personal causes from a scientific analysis of 
unemployment as an industrial problem. Many writers 
have adopted this plan, specifically excluding the incapaci- 
tated, the aged and the deficient from their definition of the 
unemployed. A drawback of this definition, however, is 
that it tends to ignore those “ personal ’”’ reasons which are 
themselves the outcome of the economic system. 


The causes considered in the previous pages do not, of 
themselves, explain the unprecedented unemployment in 
this country in the years following the war. To under- 
stand the position it is necessary to supplement the above 
reasoning with a survey of the exceptional conditions that 
have arisen during the last few years. It will be shown 
that the unemployment at the present time is due, to a 


* Beveridge, Unemployment, pp. 136-137. 
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very large extent, to the destruction of resources and 
waste of productive power during 1914-18. 

An immediate effect of war is to divert labour and 
W material from peace industries, in which a 

ar and : ; 
Unemployment.large proportion of the output is used for 
(a) Diversion yepyoductive purposes, into war channels, 
of Resources. . : 

which prove to be not merely non-productive 
but actually destructive. In peace timea certain quantity of 
labour and material goes to produce (say) a sewing machine, 
which itself helps ultimately to produce a still greater 
amount of wealth. In war time the same resources may 
go to make a shell, the “utility”’ of which disappears 
with the explosion. And when damage is caused to life 
and property, the real loss is of course considerably 
increased. 

Unless production in other directions is enormously 
speeded-up, the country at war necessarily finds itself im- 
poverished, even if there has been no literal destruction of 
property in her territory. During the war she is like a 
spendthrift whose expenditure exceeds the income, and 
who has to draw on capital to make up the deficit. The 
British Government was spending at one time six or seven 
millions a day on war purposes alone, while the British 
people were freely spending money on “ domestic” pur- 
poses. The most optimistic cannot suggest that her real 
net production (as distinct from accumulated wealth) ap- 
proached anywhere near the total expenditure. Capital 
was being encroached upon, it was a “ rake’s progress ” 
which must have resulted in bankruptcy if the war had 
gone on much longer. Despite the considerable improve- 
ments in industrial organisation and productive capacity, 
the country in I919 was relatively poorer than in 1914 ; 
her spending power—and therefore her demand for goods— 
was correspondingly reduced. 


ce 
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The fact that many men have been killed or incapaci- 
tated further reduces the country’s productive 
(b) Reduction capacity. If the death of a producer meant 


ee a corresponding drop in the consumption, it 
Quantity and might be argued that the community suffered 
Quality. no net economic loss. But a man normally 


produces more than he personally consumes, 
and the death of every breadwinner means, in addition to 
the personal anguish, a loss of productive power to the 
country as a whole. As for the disabled, their productive 
capacity is seriously impaired, but their power of con- 
sumption remains roughly the same. The Census of 1921 
showed a slight addition to the population ; yet while the 
number of mouths to be fed has increased, the number of 
hands (as it were) to feed them has relatively declined.* 


* One frequently comes across the argument that the less the 
number of workers, the more employment there should be for each. 
Thus instead of unemployment there should be more employment 
than ever. For a short period, and for special classes of labour, 
there is a certain element of truth in this contention. Where there 
is a fixed amount of replacement and reconstruction to be done, the 
demand for labour is more or less pre-determined, and the fewer the 
workers the more employment foreach. Again, if a definite number 
of houses is to be built, and not to be exceeded however quickly 
the houses are constructed, in such circumstances it could be main- 
tained that the fewer the men engaged, the more employment there 
would be per head; and conversely if the number of men were in- 
creased. But this type of demand is exceptional. Even with 
houses the demand is not so inelastic as was assumed for the purposes 
of this example, and if the houses were produced more quickly, the 
price would fall, not necessarily because of any reduction in the rates 
of pay, but owing to economies in other directions—e.g. better 
organisation, less overhead charges, shorter period of “‘ waiting ”’ 
for reward of capital, etc. 

With commodities of a different kind this is even more true. The 
main criticism of this “‘ limited work-fund ” theory (cf. the wages 
fund theory, pp. 53-6) is the omission to note that as a general rule 
work is cumulative in its effects, 7.e. one man’s labour directly or 


- 
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Besides the quantitative reduction in labour power, one 
has to face a certain depreciation in the quality of labour. 
The skill of a craftsman is not improved by years of com- 
batant service, and many have found on returning to 
industry, even where employment awaited them, that the 
hand has lost its cunning. But more serious has been the 
effect on the younger generation of service men. Youths, 
who normally would have spent the years between 18 and 
21 in perfecting their education, either at college or as 
apprentices in the factory, went into the fighting services, 
and thus, in most cases, lost for ever the opportunity of 
fully developing their industrial capabilities. The loss of 
quality was offset to a limited extent by the technical 
training given to some of the service men during the war, 
and (to a very small degree) by the educational facilities 
offered to some ex-service men after the war. The net 
result, however, was a reduction in national economic 
efficiency, which diminished the total output, which in 
turn reacted, in the way described above, on the demand 
for labour. 

Much economic loss was caused by the conversion of 
machinery and buildings, used for supplying 
peace requirements, to purposes of war. 
Almost as serious was the absence during war 
years of an adequate allowance for wear and tear, except 


(c) Depreciation 
of Plant. 


indirectly provides employment for another. It is provided directly 
if the product itself serves as capital goods in the production of 
further wealth. It is provided indirectly in that the wages of labour 
are spent in purchasing things in the production of which further 
employment is necessitated. In the aggregate, therefore, and 
especially over a long period, “‘ work creates work.’’ This, together 
with the obvious advantages resulting from an economical division 
of labour, only possible where large numbers are available, demon- 
strates the fallacy of arguing that after the war there should be more 
employment since there are fewer workers than before. 
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where the plant was utilised for turning out war products. 
That portion of gross profits usually earmarked for depre- 
ciation account was frequently, for one reason or another, 
diverted to other channels. Machinery which was not 
adaptable to war purposes lay idle in many cases for the 
whole period, and, with the coming of peace, necessi- 
tated expensive overhauling, if it was not altogether 
obsolete. 

On the other hand, some of the machinery built expressly 
for turning out shells and other war requirements was 
found adaptable to peace purposes later on. And it must 
be admitted that certain firms took undue advantage of 
the abatement allowed from Excess Profits Duty in respect 
of renewals, and materially extended their plant, which 
was adapted later to turning out peace products. Taking 
everything into account, however, it is probable that the 
net additions to the country’s machinery and other capital 
goods were more than counterpoised by the depreciation, 
rough wear and other losses. 

The effects of war on the home market have been partly 
(d) Crippling indicated above. The effects on the foreign 
of Foreign markets are almost as serious in the case of a 
Markets. country like Britain, which depends to such 
a large degree on foreign countries for sources of materials 
and markets for her products. The exchange of goods 
between countries that have been at war with each other 
cannot be expected to return immediately to pre-war 
dimensions. Whether the reason be national poverty, or 
currency chaos, or patriotic sentiment (though this has 
not had altogether the restrictive influence on trade with 
the late enemy as was frequently predicted during war- 
time), foreign trade is seriously hindered ; and workers who 
in pre-war days were engaged in making goods for these 
markets now find themselves to a large extent unemployed. 
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The position with regard to trade with late allied and 
neutral countries is only a degree less serious. These 
countries, especially the late allies, are usually in an im- 
poverished condition, while a country which may 
apparently have “ done well”’ out of the war cannot view 
the situation with equanimity. Her potential productive 
capacity may be very high, yet her foreign trade be below 
normal, owing to the poverty of her customers, and to 
other marketing difficulties. America might want to sell 
goods in (say) Russia or Central Europe, yet be unwilling 
to purchase other goods in return. There is an obvious 
limit to gold shipments, and the would-be exporting country 
soon finds that ‘‘ a country which will not buy, neither shall 
it sell.”’ And so employment is adversely affected even in 
countries which have not visibly suffered to a heavy degree 
by the war. It can be shown that employment in neutral 
countries is adversely affected for more or less similar 
reasons. 

A full examination of the fiscal and financial reasons for 

post war unemployment would necessitate a 
(c) Fiscal and volume in itself. For the present purpose it 


eee is sufficient to indicate very generally the 
(i) Heavy nature and operation of these complex causes. 
Taxation. Wars usually leave behind them a heavy 


burden of debt, and the interest and principal 
repayments on this entail considerable taxation. Britain’s 
war debt of about seven thousand millions necessitates 
nearly a million pounds per day for interest alone, and little 
under a half of the total Budget is in respect of National 
Debt Service. The collection of these sums in taxation 
does not necessarily mean a final loss to the country’s 
capital assets (except in the case of payments to persons 
abroad), for practically all the money raised flows back in 
interest and principal repayments. There is, however, a 
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certain loss in the expense of administering the debt and 
raising the taxation which would be alleviated if the debt 
and the extent of taxation were reduced. The productive 
capacity of the community also suffers when firms have 
to realise on their capital or restrict genuine enterprise in 
order to pay the tax demands.* 

Depreciation of the currency is an all too frequent feature 
in the financing of modern wars. Much dis- 
location and suffering is caused by the 
constant rises in prices that inevitably follow 
inflation of currency and credit. Increases in wages gener- 
ally lag behind rising prices, however efficiently a cost of 
living index number is contrived, while those whose incomes 
are fixed are the most hardly hit. Further, people faced 
with a prospective rise in prices are encouraged to spend 
their income as soon as it is received. This not only 


(ii) War-time 
Finance. 


* Taxation, however, provided it is efficiently and equitably 
administered, need not reduce the country’s economic capacity ; 
indeed it is arguable that if the taxing scheme were so arranged 
as to re-distribute the national dividend more equally among 
the people, the social welfare would be increased, though the 
social dividend measured in terms of money remains pretty much 
the same. This may be simply illustrated. Suppose A has an 
income of £1,000 per year and B an income of £200. In accordance 
with the law of diminishing utility, a sovereign has relatively less 
utility for A than it has for B. Therefore (to take the extreme 
case), if £400 were deducted from A’s income and added to B’s, 
the total money income of the two would still be the same as before, 
but since, according to this theory, B gained more utility by the 
acquisition of £400 than A lost by its surrender, the total welfare 
of the two would be increased. The same line of argument could be 
applied to the community as a whole. Also, more necessaries 
would be demanded and fewer luxuries, and, as the demand for 
necessaries is more re-productive in its consequences than the 
demand for luxuries, there would follow a beneficial influence on 
employment. 
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sends prices up further but it reduces the amount of savings 
necessary for production. 

From the standpoint of trade and employment, the 
effect on the foreign exchanges is, in some ways, even more 
serious. A trader who wishes to have credit dealings 
with a foreigner is not very concerned with price move- 
ments in the past. What he wants is stability, to be sure 
that when the time for settlement arrives the purchasing 
power of the money is the same as when the debt was 
contracted. But over-issue of paper money makes for 
instability, and this must tend to hamper trade, and 
therefore employment. 

Experience has shown that reparations and indemnities 
(iii) Reparations re not an unmixed blessing to the recipients. 
and If a large proportion of the amount is paid in 
Indemnities. old, there is danger of a rise in prices and 
other financial complications. Witness the rise in prices in 
Germany following the payment of the French indemnity 
after the Franco-Prussian War. But in any case the supply 
of gold is far too small to satisfy present day exactions, and 
reparations must necessarily be paid almost entirely in 
goods and services. Unless great care is taken not to upset 
the home market, the effects may be disastrous. In the 
first place, people engaged in producing those things now 
handed over “free’’ by the late enemy may now find 
their employment reduced or even gone. Secondly, people 
engaged in producing other things may find themselves 
unemployed, if in the ordinary way their product is exported 
to the late enemy country. ‘“‘ Exports pay for imports,” 
and if a proportion of the imports is now coming in without 
any corresponding outward payment, unemployment may 
be caused in the export trades so affected. Thus the de- 
livery of German coal was partly responsible for the depres- 
sion in the coal-mining industry in this country. It is not 
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so easy to impose and collect levies nowadays as in the time 
of Caesar.* 


This short analysis of the principal causes of unem- 
ployment gives but a rough idea of the 
a . the complexity of the problem. The emphasis 
Unemployment, to be laid upon the several causes naturally 
varies according to the special conditions of 
the time. The part played by war in causing unemploy- 
ment has been stressed in the foregoing pages, for much of 
the unemployment at the present time is directly attribu- 
table to waste and destruction during the years 1914-18. 
But war cannot be regarded as a primary cause, for 
unemployment would remain, though to a smaller degree, 
even if world peace could be secured. The personal causes 
of unemployment have been lightly passed over, partly 
because they are not responsible for much unemployment 
in the aggregate, partly because they are often but the 
reflex of deeper causes. The real sources of unemployment 
have been shown to exist in the economic and social struc- 
ture itself, and many writers have despaired of a thorough 
solution to the problem while the present system of produc- 
tion and distribution remains. 

One type of unemployment, however, will always be with 
us so long as we continue to make economic progress, 
namely, that arising from the discovery of substitutes, in- 
novations in machinery and changes in industrial organi. 
sation. Though the ultimate result of these re-arrangements 
may be to the advantage of the community, the immediate 


* The statement of the fiscal and financial causes of post-war 
unemployment has necessarily been brief, in view of the limited 
scope of the present work. For further examination of this im- 
portant subject, reference may be made to Keynes, Economic 
Consequences of the Peace and Revision of the Treaty ; also to Angas, 
Reparations, Trade and Foreign Exchange. 
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effect is liable to be unemployment and distress. Progress 
is rarely smooth and uninterrupted, and every improvement 
tends to dislocate some part of the general system. There 
are other causes of unemployment, such as climatic con- 
ditions, that are outside man’s control. Unemployment 
due to such causes would have to be reckoned with under 
any form of industrial organisation. 

An outstanding cause of unemployment has been shown 
to be the defective co-ordination among producers, who, in 
the absence of adequate guidance or co-operation, tend to 
turn out goods in excess of the actual demand, and then 
have to cut down their output until the glut on the market 
has been absorbed. Similarly, the lack of co-ordination in 
the demand for workers has led in many industries to a 
“ labour reserve,’ which, in the opinion of some authorities, 
is the crux of the whole problem. 

Dependent to some extent upon the deficiencies in the 
arrangement of production are the alternating periods of 
good and bad trade known as the trade cycle. Though 
there is no unanimity as to what is the cause of periodical 
fluctuations, there is agreement on some of the more 
important aspects. Economists differ as to the order of 
importance of such factors as credit, unequal distribution, 
climatic changes, etc., but few deny that each of these 
influences has some part in affecting employment. 

Finally, there is the question of the distribution of the 
social income, in so far as it affects the spending power of 
different sections of the community. It is not only a 
matter of how much in terms of cash the different classes 
receive, but of the types of goods that they call for. It 
has been submitted that a better system of distribution 
would, by altering the nature of the community’s expen- 
diture, cause a more regular demand for labour and add 
to the general economic welfare. 


A VICIOUS CIRCLE. 259 


The effects of unemployment are too evident to need 
extensive description. The very fear of un- 
The Effects employment is prejudicial to a worker's 
ch Pepe ~ happiness and efficiency, while actual un- 
Vicious Circle. employment is probably responsible for as 
much misery as that caused by poor health 
and disease. The immediate effect of unemployment is 
obviously a reduced income, and, as savings are usually 
insufficient to support the family for any length of time, 
the result, in the absence of other measures, must neces- 
sarily be a fall in the standard of life. Further, irregularity 
of income is in itself an undesirable thing; as shown 
elsewhere,* a given annual income distributed equally over 
the year is of greater benefit than the same sum irregularly 
received. 

A reduced standard of life soon reacts on the efficiency 
of the worker, who may find, when employment is again 
secured, that his technical skill, and therefore his earning 
capacity, is considerably diminished. Or he may be com- 
pelled to take any unskilled job that comes along, with the 
result that he never returns to his skilled work, while the 
already crowded number of unskilled is further swelled. 
Unsteady employment tends to destroy one’s consistency 
and sense of responsibility. 

Insufficient nourishment soon has marked effects on the 
mother and children. The mother is frequently driven to 
find employment, and home life suffers in consequence. 
If she secures work at home, the rates of pay are notoriously 
low, and she tends thereby to bring down the wages of 
workers in the factory. The children are taken from school 
immediately the law permits, and, more often than not, put 
into some prospectless occupation. 

The effects just outlined are cumulative in their incid- 
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ence, and when “ good times” come along the losses are 
never really made up. The worker’s efficiency may be 
permanently impaired, and his very character seriously 
depreciated. The mother’s physique may have been 
weakened, thus discounting the chances of the unborn 
children. The youth who, through unemployment of his 
father, was compelled to earn some money at the earliest 
opportunity, may find himself on the “industrial scrap 
heap’”’ on reaching the age of manhood. The economic, 
social and moral effects of unemployment are thus as 
serious in their ultimate as in their immediate incidence. 

It is evident, therefore, that unemployment is not only a 
result of trade depression, but is itself a factor contributing 
to further unemployment. The causes and effects of un- 
employment form a vicious circle. Workers who are dis- 
charged or put on short time find their income reduced. 
Less spending power means that many goods which had 
been produced in anticipation of the workers’ demands are — 
left unsold. Production is in excess, not of what could 
with advantage be consumed, but of what the workers 
are now able to demand with their restricted incomes. 
The output of these articles, therefore, is cut down, and 
further unemployment is caused. People are unemployed 
because there is no effective demand for their products ; 
people have no demand for these products because they 
themselves are unemployed. 


CHAPTER XI. 


THE PREVENTION AND RELIEF OF 
UNEMPLOYMENT. 


In the previous chapter were examined the principal 
causes of unemployment. Though mere 
statement of causes does not indicate the 
cures, it helps to clear one’s thoughts on the 
subject, and prepares the way for reform. Many of the 
causes enumerated tempt one to give mere counsels of 
perfection. For example, if war were to be abolished, an 
abundant cause of unemployment would be removed. In 
these pages, however, one can consider only the means of 
coping with unemployment that are actually being applied, 
and those that might be put into practice at the present time. 

It is necessary to distinguish between (1) the measures 
that are designed to prevent unemployment, and (2) 
those intended to alleviate the distress consequent on 
unemployment. In the past, comparatively little has been 
done to prevent unemployment, thought and effort being 
concentrated upon relief rather than cure. Even now, 
nearly all social activity relating to unemployment is 
concerned with remedies that do not go to the source of 
the evil. It is, of course, easier to allay a pain than to 
remove the root, and when the distress is actually upon 
us, it is only natural that alleviative methods should be 
most in evidence. The time to think of preventing unem- 
ployment is not so much in periods of depression as during 
years of prosperity. 


Preventive 
Measures. 
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It was shown above that trade appears to move in cycles. 
The periodical ‘‘ booms ”’ and “ slumps ”’ are 
coher for not confined to particular industries, or, for 
Gyelical . that matter, to particular countries. The 
Fluctuations. question has given rise to much inquiry in 
recent years, and numerous proposals for 

steadying the fluctuations have been submitted. 

There is as much difference of opinion on the cause of 
cyclical fluctuation as on any subject in economic science. 
It is generally agreed, however, that no single cause is 
responsible for the periodical movements, and that, there- 
fore, no single course of action can be entirely successful. 
To the extent that trade is influenced by meteorological 
conditions, there is, in the present stage of science, no 
solution of the problem. But ignorance of the true causes 
of the trade cycle should not preclude action designed to 
minimise its effects. 

“We cannot prevent the cyclical depression itself, for its 
causes are beyond our grasp, even beyond our certain 
knowledge, any more than we can stop the east wind. 
But because we cannot stop the east wind, there is no 
reason why it should be allowed to give usa cold! There 
is such a thing as an overcoat.’’* 

The different types of “‘ overcoats’ will be considered 
later. For the moment, one may ask whether there are not 
some ways of diminishing the intensity of the trade cycle, 
if only by reducing one or two of the contributory causes. 
Thus, since the imperfect co-operation of producers leads to 
over-production and thereby to depression, might not some 
method be devised to prevent the overlapping of output by 
competing firms? If firms in competition cannot find a way 
out of this difficulty, the decision as to the proper output 
must ultimately rest with a trust or a public authority. 

*S. and B. Webb, The Prevention of Destitution, pp. 112-113. 
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In so far as over-production is facilitated by the credit 
system, steps might be taken to control the 
cone of issue of credit, not when the depression is im- 
Expansion. minent, but throughout the whole period. 
In times of rising prices and trade prosperity, 
banks might be a little less free with their loans.* This in 
itself would check the increase of effective money in circula- 
tion, and thus restrain the tendency to a rise in prices. 
Speculative dealings would also be restricted. Thus, when 
the turn of trade was reached, the “ peak’ would not be 
so high, and the number and extent of subsequent failures 
not so great. 

Though one can understand the temptation of bankers to 
grant credit facilities very freely during the period of boom- 
ing trade, it is ultimately in their own interests to control 
the expansion of credit. The recent amalgamations, and 
the resulting concentration of directive power in the hands 
of a few large banks, make control of credit issues more 
practicable than it was formerly. If the bankers, however, 
do not take these precautions, it may be necessary to impose 
some form of control from without, either from the central 
bank or from the State. 

The Bank of England is still a power in the money 
market. By raising the Bank Rate it would help to 
increase the price of credit, to discourage borrowing, and 
thus to prevent undue credit inflation. By lowering the 
Bank Rate, it would tend to check undue deflation. The 
State itself could intervene in more than one way. It 


, 


* Use of a ‘‘ Trade Barometer ’’ would here be of great service. 
For the compilation of a satisfactory indicator of this kind, con- 
siderable statistical information, covering all industries over a large 
number of years, would be essential. Experiments in this direction 
are already being made; e.g. the ‘‘ Barometer’”’ compiled jointly 
by Cambridge University and the London School of Economics. 
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might, either with or without the assistance of the Bank of 
England, set a limit on credit issues, restricting the creation 
of credit documents in much the same way as it limited 
the issue of bank notes in the Bank Charter Act of 1844. 
Together with a control of credit issues, the State 
might also manage the currency so as to help in regulating 
the level of prices. Thus, when prices are rising, and it is 
feared that false optimism and speculation might lead to a 
crisis, credit issues might be reduced and currency with- 
drawn in order that the tendency of prices to rise should 
be restrained. Conversely, when prices are falling, in- 
creasing the credit facilities and the amount of currency in 
circulation would check the downward trend. This, of 
course, is but a bare statement of the plan that might be 
adopted, and in practice many complicating factors would 
have to be allowed for. It is outside the province of this 
book to enter into the financial complexities of the 
question, it being sufficient here to state that public 
control of money and prices should not be outside the 
realm of “‘ practical politics.’’* 
In periods of trade depression (apart from the exceptional 
conditions following the world war) about 
Control of fifteen-sixteenths of the wage-earners are still 
Shee in employment, while about 95 per cent. of 
Construction. the highest aggregate paid to labour in good 
years is still paid in wages. In fact, during 
the first ten years of the present century, “it was the 
falling short of little more than two or three per cent. of 
the total wage bill—of something like fifteen or twenty 
millions sterling—that made the difference between a year 
at the top of the ‘ boom’ and a year at the bottom of the 


* For a fuller account of this subject, reference should be made to 
Irving Fisher, Stabilising the Dollar, and Keynes, A Tract on Mone- 
tary Reform. 
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“slump.’’’* The Government and local authorities spend 
annually, it is estimated, about eight or ten times the 
amount of the difference in the wages bill between a good 
year and a bad year. Dr. Bowley calculates that “if only 
three or four per cent. of the Government orders year by 
year were reserved, to be executed all together when trade 
began to fall off, this would counterpoise the cyclical fluc- 
tuation, so far as all the industries are concerned in which 
cyclical depressions are at present met by dismissal of hands 
instead of going on short time. The re-arrangement in 
this way of no more than forty millions of expenditure 
during the whole of the decade 1897-1906 would have 
smoothed out all the yearly fluctuations in the volume of 
business during this period, and would have made the 
national aggregate demand for labour in these industries 
approximately uniform one year with another.’’f 

This, then, is “the overcoat against the east wind,” 
proposed by Mr. and Mrs. Webb. Let there be a “Ten 
Years Programme” of public work, to cover all those 
services which need not be provided in any particular year, 
e.g., building, printing, roads, afforestation, ships, tele- 
phones, etc. As the percentage of unemployment rises, 
more Government and municipal orders should be placed. 
When, on the other hand, employment is good, these 
orders should be reduced (except, of course, those for urgent 
services). Such a scheme would also help the dependent 
trades, while the sustained buying power of the workers 
would be of general advantage. This policy, too, is 
superior to relief work, which, being largely unskilled in 
character, is often unsuited to the abilities of trained men 
who have been discharged. 

* Webb, The Prevention of Destitution, p. 113. 

ft Quoted in Webb, op. cit., pp. 113-4. See also Dr. Bowley’s 
evidence before Poor Law Commission. 
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Though these remarks have been confined so far to public 
bodies, there is no reason why some large private firms 
should not pursue a similar policy. The railway companies, 
for example, might put off the extensions of permanent way 
or the building of locomotives, that are not immediately re- 
quired, and thus help to spread out employment more evenly. 

“ Systematic accumulation of reserves by business men 
in times of prosperity for use in plant extension and in- 
provement in times of depression would, if widely adopted, 
be an excellent method of controlling the crest of the boom, 
and ameliorating the depression. It has the advantage 
that it is a method which any business man may adopt to 
his individual advantage.’’* 

The main advantages accruing to business men from such 
a policy would be the maintenance of the buying power of 
the workers directly or indirectly employed, while economy 
would be effected through the lower cost of materials, etc., 
in times of depression. f 


* Recommendations (VII.) of the President’s Conference on Un- 
employment (U.S.A., 1923), p. xviii. 

+ ‘‘ Prominent among the concerns that have adopted a systematic 
plan for the prevention and relief of unemployment is the Dennison 
Manufacturing Company, Framingham, Massachusetts. This Com- 
pany started as a manufacturer of Christmas trinkets; its busy 
season beginning in September, when retailers ordered their goods, 
and ending with three or four months of concentrated production and 
overwork. By the application of certain clearly defined principles, 
the company has reduced seasonal employment: these may be 
briefly indicated as follows :— 

“(1) Seasonal orders are reduced by getting customers to order at 
least a minimum quantity of goods well in advance of the season. 
This is accomplished by merely asking for business, by persuasive 
salesmanship, and by promising greater security as to delivery. 

‘“‘(2) The proportion of non-seasonal orders isincreased. Effective 
selling secures ‘‘ hold orders’ which are not to be delivered until a 
certain date, and orders to be delivered when ready. 

‘“«(3) All stock items are planned more than a year in advance. On 
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The principal scheme for meeting the seasonal demand 
for labour is that of “‘ dovetailing ” suitable 
Schemes for occupations, so that the workers in a seasonal 


Coping with ; 
eal trade may be found employment in another 


Fluctuations. trade during the off-season. It has been 
contended that “there is practically no 
seasonal fluctuation in the demand for labour in the com- 


the basis of the previous year’s sales the warehousing department 
ascertains a year in advance just what amount of stock items will be 
required, a fact which makes possible proper distribution of produc- 
tion and assures a steady flow of commodities to customers. 

‘*(4) Departmental needs are planned well in advance, This 
assures the necessary amount of raw materials and other pre- 
requisites when needed, and prevents a slowing down in production 
with its loss of time to the workers and money to the company. 

‘*(5) The building up of ‘ out-of-season’ items and varying the 
lines of production in order to balance one demand against another 
are encouraged. New paper box items not used for holiday pur- 
poses are developed, and staple articles are made for stock. This 
levels production and steadies employment. 

“Tn addition to these methods of decreasing the pressure of seasonal 
demands, other adjustments are applied by the company, such as 
the balancing of decreased production in one department against 
the surplus in another. Transferring workers from the inactive to 
the active departments assures them of employment and makes them 
more generally proficient. In order to meet any contingencies of 
unemployment that get beyond the control of the company, unem- 
ployment relief is provided in the form of an unemployment fund, 
set aside by the directors out of profits and accumulated over a 
period of five years. This is not a form of charity; the fund is 
administered by a joint committee representing the company and 
the workers. The company’s efforts have been unusually success- 
ful. The number of employees increased steadily from 1,840 in 
January, 1916, to 2,650in January, 1922, the firm passing successfully 
through the period of acute unemployment of the years 1920-22. 
The president of the company attributes the achievement to im- 
provements in management and in the morale of the workers.” 
Bailey: Modern Social Conditions, (U.S.A.), p. 214. Sce also 
American Labour Legislation Review, Vol. X1.,March, 1921, pp. 53-58. 


2608 THE PREVENTION AND RELIEF OF UNEMPLOYMENT. 


munity as a whole,”* and that the aggregate volume of 
unemployment varies but little at any time in the year. 
But this has been disputed by some writers,t who 
maintain on the contrary that the winter causes a marked 
contraction in the total demand for labour. Statistics of 
unemployment appear to bear out the latter contention. 
It is undeniable, however, that in every month of the 
year, some important industry is having its slack period | 
while another great industry is at its busiest. 

It is proposed to transfer labour from an industry during 
its period of slackness to another industry which at that 
time is in need of labour. The employment exchangest 
are to provide the machinery, which is to be set going before 
unemployment occurs. 

An obvious difficulty is the comparative immobility of 
labour, especially that due to specialised skill. But as 
public constructional works depend largely on unskilled 
or semi-skilled labour, and as about fifty per cent. of the 
wage-earners are technically of this class, dovetailing should 
be practicable at least for these. For the skilled workers 
and for the others who cannot be transferred, a regular 
scheme of short time rather than dismissals should, where- 
ever possible, be introduced. Some economic aspects of 
the short time policy are considered below. 

To a certain extent, public constructional works might be 
set in operation at those times of the year in which the 
requisite labour is temporarily not required by a seasonal 
trade. For example, the Government and municipalities 
might order their furniture to be made in the winter months 
when the furnishing trade is slack, and order the non-urgent 


*S. and B. Webb, The Prevention of Destitution, pp. 124-5. See 
also Webb and Freeman: Seasonal Trades, p. viii. 

t E.g. Pigou : Unemployment, p. 109. 

+See Appendix D for the work of the Employment Exchanges. 
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printing in August and September when the printing trade 
is depressed. Though too much reliance should not be 
placed on this “ de-seasonalising’’ scheme, it would do 
something to remedy the evil. 

The incidence of unemployment may be lightened in 

some cases by resort to the method of short 
Short Time time rather than dismissals. It is true that 
ees. short time is more alleviative than preven- 
to Dismissals. tive ; but, where it is practised, the distress is 

appreciably less than where dismissals are 
the rule, while many of the serious consequences of 
unemployment are prevented or minimised. 

When production has to be cut down, an employer has 
three alternative methods. He may dismiss a certain 
number of workpeople, keeping the remainder in full 
employment. Or, secondly, he may retain the whole staff, 
but conduct a system of rotation, under which the workers 
are employed for (say) three weeks, and go idle for the 
fourth week. Or, thirdly, he may retain the whole staff, 
who work short time week after week instead of intermit- 
tently as by the second method.* 

The first plan, z.e. full time for some workers and 
dismissal of the rest, tends to be preferred where the 
workers are not skilled or are likely to be in plentiful supply 
when the demand becomes brisk again. Further, it will 
tend to be more common where the workers are paid on a 
time basis ; the least efficient will be dismissed first. 

The “ rotation ” plan does not find great favour with the 
management, on account of the inconvenience and com- 
plications involved. But with the development of Unem- 
ployment Insurance this method has been adopted in 
certain quarters in preference to short time, the reason 


* For a thorough analysis of this question, see Pigou, Economics of 
Weifare, Part III., Ch. X. (1920 Edition). 
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being that a man out of work for (say) one week in four 
would be eligible for unemployment benefit for that week, 
whereas if he lost (say) 12 hours a week on short time he 
would draw no benefit. The rotation plan, however, has 
more in common with the short time than with the dis- 
missal plan, as the whole staff are still retained on the 
books of the firm. 

The third plan, z.e. short time for all the staff, is practised 
where the conditions suitable to the dismissal or rotation 
plan are not present. Thus it tends to be adopted where 
some hours of work are more expensive than others (e.g. 
in lighting and heating) ; also in the case of skilled men, 
whom the employer is anxious to retain. Further, whereas 
dismissals tend to be the rule in industries in which wages 
are paid on a time basis, short time is usually preferred 
where the wages are on a piece basis, for in such instances 
the temptation to dismiss the least efficient is not so 
strong. 

So far, the possibility of collective arrangements has not 
been taken into account. Trade union action has in many 
cases been successful in countering a tendency to the dis- 
missal plan, and it may be broadly stated that where the 
workers are effectively organised there will be an added 
reason for short time rather than dismissals. 

If there is an opportunity of alternative employment, 
the dismissal plan is better than the short time plan. This 
might happen when an individual firm cuts down its output 
while trade in general is fairly prosperous, and employment 
can be secured elsewhere. But when trade as a whole is 
depressed, this justification for dismissals becomes insig- 
nificant. As a general rule, the short time plan (including 
rotation where specially suitable) is to be preferred. 

In the first place, short time causes less suffering than 
dismissals. If, owing to short time, a number of families 


COPING WITH THE RESERVE OF LABOUR. 271 


have to cut down their expenditure by one-third, they will 
forego the comparative comforts, and will concentrate their 
expenditure upon the prime necessities of life. In accord- 
ance with what the economist calls “ the law of diminishing 
utility,” the aggregate sacrifice will be Jess than a third of 
the original total utility.* But if two-thirds of these 
people retain full time employment, the other third suffer- 
ing dismissal, the aggregate sacrifice will tend to be greater 
than in the first case, since that proportion of the money 
which is being spent by the fully employed on relative 
comforts would have secured a greater utility if spent by 
the now unemployed on the necessaries of life. 

Secondly, short time is superior to dismissals since there 
is less danger of the worker deteriorating in skill and 
character. A man who is unemployed for a length of time 
may lose touch with his trade, take on odd jobs, become 
impaired in health and nature, and gradually drift into the 
ranks of the “ unemployable.” 


The question of under-employment and the labour 
reserve is, as Sir William Beveridge points 
Schemes for out, essentially one of business organisation. 


Coping with “Jt has to be seen as a problem, not of 
the Reserve of s eae : 
Labour. rescuing individuals, but of reforming an 


industrial method.” + 


* For example, a shilling spent at a cinema gives, as a tule, less 
utility than the same amount spent on food. If one’s income were 
reduced, one would usually restrict expenditure at the cinema before 
cutting down expenditure on food. The article of relatively little 
utility would be the first to go, and the smaller income would be 
spent on articles of relatively great utility. Hénce, the total 
utility of the income, i.e. the total satisfaction to be obtained from 
spending it, does not, in general, fall in the same proportion as the 
income itself measured in terms of money. 

} Unemployment, p. 110. 
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Any plan which is successfully to cope with this problem 
must be at least three-fold, comprising— 
(a2) An improved method of engaging labour; 
(5) A scheme of decasualisation ; 
(c) Absorption of those thrown into permanent un- 
employment by the operation of (a) and (0). 
The reserve of labour means that there are more men 
waiting about for jobs than it is possible to 
(a) Improved engage, even on busiest days. The em- 
ee ployers’ demand for labour, both individual 
Labour. and collective, constantly changes. Each 
employer tends to have a reserve to draw 
upon, and the total of all the reserves is invariably in excess 
of the requirements. The remedy sometimes proposed is 
the prohibition of casual hiring, an employer being com- 
pelled to guarantee a minimum period of work. Such a 
policy, however, is beset with many practical difficulties, 
such as the inability of many employers to guarantee any 
consecutive employment. It is conceivable that such a 
cure might result in more hardship than the complaint. 
The evil of under-employment results not so much from the 
casual demand as from the maintenance of separate labour 
reserves. A better proposal, therefore, is to have one 
common reserve in each industrial centre, from which 
employers may secure labour as required. Employment 
exchanges could provide the centre for organising the 
fluidity of labour, and private hiring of casual labour 
would be stopped. 
An essential preliminary to the above scheme would be 
the control of entrance to the industry. In 
ee Liverpool a scheme has been in operation for 
some years, whereby work is given only to 
registered men, thus keeping away from the docks the 
unemployed in other industries. Similarly, the Port of 
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London Authority has a permanent and a preference labour 
staff. Registration schemes are practised in most of the 
other ports. The general principle in the decasualising 
process is to allocate successive jobs, under different em- 
ployers, to the same individuals. Considerable progress 
has been made in recent years towards the goal of a 
“ euaranteed week.’’* 
An organised single reserve would, of course, necessitate 
a smaller number of men than would a 
() Absorption plurality of reserves. To complete the 
Surplus. scheme, therefore, means would have to be 
adopted in order to absorb those who became 
altogether unemployed as a result of the continuous em- 
ployment offered to those in the main reserve. 

Some propose the maintenance of the surplus men at public 
expense. But this alone is not a solution of the problem, 
as it does not absorb the labour. Maintenance of skilled 
workers during temporary unemployment is a different 
proposition from maintenance of the unskilled who are 
expelled from the main reserve. A more constructive 
measure, supplementary to maintenance, is essential. 

Others suggest “ back to the land ”’ as a means of absorb- 
ing the surplus.t Doubtless something in this direction 
could be accomplished if a proper system of small holdings 
were devised, but it is questionable whether any appreciable 
proportion of the men would be absorbed. The fact must 
be faced that England is primarily a manufacturing 
country, and that the economic use of the land for agri- 
cultural purposes is strictly limited. 


* See Lascelles and Bullock, Dock Labour and Decasualisation, 


1924, for a descriptive and analytical account of recent develop- 
ments. 


} £.g. Rowntree and Lasker, Unemployment—A Social Study, 
p- 142. 
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The recommendations of the Minority of the Poor Law 
Commission may be noted here.* Three reforms were 
proposed, each of which was a desirable step in itself, apart 
from the beneficial effect it would have in absorbing the 
persons set free by the decasualising scheme. To a limited 
extent these proposals have been adopted, but there is still 
ample scope for further application. 

The first reform proposed was the raising of the school- 
leaving age, and the provision of some technical training 
during the latter years of the school curriculum. Two 
advantages would thus be achieved. The youth of the 
country would receive a better preparation for industrial 
life, and be less likely to swell the ranks of unskilled 
workers. Also, the competiton between youths and 
adults for employment would be reduced, providing an 
opening for some of the surplus labour. 

The second proposal was the reduction of hours of labour, 
where they were in excess of the normal working day. It 
was not argued, of course, that a reduction in hours would 
in all cases reduce unemployment, for, in so far as a shorter 
working day improved the worker’s efficiency and caused 
a greater output per hour, there would be no demand for 
extra labour. There are still many occupations, however, 
in which the length of the working day is injurious to the 
worker and relatively uneconomical to the community. 
Systematic overtime, too, is carried to excess in certain 
industries. Reduction of hours in these occupations would 
alleviate the burden of the workers therein, and provide 
work for a number of unemployed.f 

The third proposal was the public maintenance of widowed 
mothers of young children. Before the war, about 100,000 

*See Minority Report, pp. 271-280; also Webb, Prevention of 
Destitution, pp. 132-137. 

j For the inter-relation of hours and employment see pp. 108-9. 
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widows with dependent children were in receipt of inade- 
quate relief under the Poor Law, and the number has grown 
since then. Here, again, a double object would be 
achieved. Widows would be relieved from the burden of 
seeking employment, often unsuitable, and would be able 
to give proper attention to their children, while their with- 
drawal from the labour market would place a large 
number of openings at the disposal of the employment 
exchanges.* 

To these recommendations of the Minority of the Poor 
Law Commission other proposals can be added. Thus, the 
retirement from industrial life might be effected at an 
earlier date by reducing the age limit for old age pensions. If 
there must be unemployment at all, it is preferable that old 
people should be relieved of arduous toil, and that employ- 
ment should, as far as possible, be allocated to workers in 
their prime.t 

Further, there is the proposal to extend the area of in- 
dustry. As shown in the previous chapter, there are in the 
best of times about two per cent. of the wage-earners 
unemployed, and some of these might find permanent em- 
ployment if the scope of industrial effort were widened. 
There are certain necessary economic services which, since 
they do not give an immediate return, are rarely undertaken 
by private enterprise. Afforestation, for instance, is a 
vital necessity, but, as many years have to elapse between 
the investment of capital and the gathering of the profits, 
few individuals are prepared to supply this service. Other 
essential services such as extended road and bridge con- 
struction are obviously beyond the scope of private 
enterprise, and should be supplied and maintained at 
public expense. Schemes of this nature would provide 
additional means of absorbing the surplus, and might cause 

* See below, pp. 343-5 { See pp. 340-3. 
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the so-called “ irreducible minimum of unemployment ” to 

belie its name. 
It is obvious that a certain degree of unemployment is 
inevitable so long as society continues to ad- 


Control a vance in methods of production and organisa- 
Industria : ; : 

eee tion. Unemployment due to the intro- 
ments. duction of machinery, for instance, would be 


found in the Socialist as well as in the in- 
dividualist state. The proper course to be adopted is not 
to prevent machines from being introduced (and certainly 
not to smash them when set up, as the Luddites did a 
century ago), but to have some kind of control over the 
speed of their introduction. 

The control might come from two or three quarters. 
Enlightened employers might so adjust the introduction of 
labour-saving machinery as to cause the least hardship. 
But the more intense the competition and price-cutting, the 
greater would be the difficulty of a conscientious employer, 
who sought to minimise unemployment in this manner. 
The pace would be set by the most unscrupulous employer, 
bent on immediate profit, and indifferent to the suffering his 
action would cause. 

Secondly, the control might come from the employers 
and the workers jointly. So far as there is, at present, any 
effective regulation of the introduction of new machinery, 
it is exercised by elected boards, representative either of 
the trade unions and the employers’ federations, or of the 
men and management of a particular firm. 

Thirdly, the State might exert its influence and, by a 
maintenance or insurance scheme, compel the employers 
to bear a part or the whole of the burden of unemployment, 
occasioned by the introduction of machinery. But such a 
plan presents many difficulties. It is shown in a later 
chapter that insurance or maintenance by individual in- 
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dustries is not always practicable, and that the responsi- 
bility for the unemployed should rest, in the main, on a 
national rather than an industrial basis. 

The problem is more difficult in the case of industrial 
re-arrangements due to improved methods of organisation. 
Where there has been overlapping of departments, some 
unemployment must necessarily be caused, yet attempts to 
restrict a programme of proper co-ordination and unifica- 
tion are to be deprecated. Indeed, in the long run, the 
economies may, as in the case of labour-saving machinery, 
lead to such a rise in the demand for the product that 
employment is actually increased. 

Where, however, the re-arrangement leads to a monopoly, 
which deliberately restricts the output in order to force up 
the price and secure greater profits, the result may be the 
very reverse. But the fault does not lie with the concen- 
tration of production, which is a good thing, but rather with 
the restrictive policy of the monopolist. The real problem 
is to secure all the economies of unified organisation, but 
at the same time to prevent the monopolist from misusing his 
power to the detriment both of his employees and of the 
community at large. 

Many maintain that unemployment is inextricably 

bound up with the economic system, and 


Re-distribution that, while such steps as those indicated in 


of Income and 


Change of the previous pages might do something to 
Ee reduce the evil, no real solution will be found 


until a radical alteration in the control of 
industry is secured. Mr. J. A. Hobson, for example, 
condemns the tendency to “ fritter away the unity of a 
great subject ”’ in detailed examination of many phenomena, 
which are themselves effects rather than causes, and which 
are liable to conceal the essential single cause. 

In so far as the distribution of the social dividend could 
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be improved without changing the present system of in- 
dustrial control (e.g. by taxation), employment would be 
increased, owing to a more regular and economical appor- 
tionment of spending power.* There would be less 
consumption of luxuries and more expenditure on neces- 
saries and reproductive goods. Much of the problem pre- 
sented by unemployment is at bottom a matter of wages. 
If the seasonal or casual worker received better rates of 
pay while actually at work, he would not in slack times 
fall into the same distress, and therefore not throw the 
same burden on the community as he does at present. 

But re-distribution alone would not altogether cure 
unemployment, for, as has been shown above, one formid- 
able cause, the absence of any co-ordination among 
producers, would be left untouched. Socialists argue, 
therefore, that attempts at re-distribution must necessarily 
be incomplete, unless at the same time some control is 
exercised over the system of production. In the indi- 
vidualist state, it is contended, resources and labour are 
too frequently misdirected; markets are glutted and 
unemployment results. The competitive struggle leads to 
combination, which often finds a restricted output and high 
prices the most profitable course to pursue. Reduced 
output involves less labour, while the higher prices cause, 
up to a point, a smaller demand for other goods, again 
affecting the volume of employment. The Socialist would 
substitute public for private production. Thereby, he 
claims, overlapping of functions would be eliminated and 
misdirection of efforts and materials would be less common, 
and, with the suppression of the restrictive policy of 
monopolist combination, output would be increased. All 
this, it is maintained, would increase and regularise em- 
ployment, while consumers as a whole would benefit. 

* See above, pp. 241-2. 
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In the foregoing pages attention has been given to those 
devices that might be adopted to prevent 
a Un- unemployment. As stated at the commence- 
employment. ment of the discussion, however, nearly all 
the measures that have actually been put 
into operation are of an alleviative, rather than preven- 
tive character. Until recent years the Poor Law was the 
principal instrument for relieving the distress consequent 
upon unemployment, but since the war Unemployment 
Insurance has come to be the chief scheme for coping with 
the evil. As the Poor Law and Unemployment Insurance 
are specially considered in the next two chapters, it is 
unnecessary to say anything here except that, of the 
two, Unemployment Insurance is vastly the superior. 
Apart from improving and extending the Unemployment 
Insurance Acts, the post-war Governments of this country 
have passed several measures to provide national and local 
schemes of work. These schemes differ mainly from in- 
surance in that money is expended on more or less produc- 
tive work. The principal measures may be briefly indicated. 
The Unemployment Grants Committee, appointed in 
1920, assists approved public utility schemes, 
(2) Unemploy- carried out by local authorities, by (1) grants 
ment Grants : 
Committee. | based on wages paid, and (2) grants towards 
interest on loans. Under the first heading, 
approved schemes, financed otherwise than by loans, 
are assisted by grants of 60 per cent. of the wages bill 
of additional men employed. The Committee, down to 
31st March, 1924, had been authorised to pay grants of 
over £3,250,000 in respect of schemes estimated to cost 
altogether about £14,000,000. 
Under the second heading, approved schemes, financed 
by loan, are assisted by grants on the following basis :-— 
(i) revenue-producing schemes : 50 per cent. of interest in 
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respect of expenditure on approved schemes for a maximum 
period of 15 years; (ii) non-revenue-producing schemes : 
65 per cent. of the interest and sinking fund charges for a 
maximum period of 15 years. By the 7th February, 1924, 
the Committee had approved loans for grant amounting 
approximately to £44,000,000, the estimated capitalised Ex- 
chequer liability being about £14,500,000. These limits 
were somewhat extended during the year ending 31st 
March, 1925.* 

The relief to unemployment afforded by these schemes 
does not appear to have been considerable. It was esti- 
mated that, during the first thirty months, the total volume 
of direct employment provided by the various schemes 
amounted roughly to 1,500,000 man-months. To deal 
adequately, however, with the total unemployment this 
amount of labour should have been provided, not through- 
out two and a-half years, but every month ; 7.e. only one- 
thirtieth of the unemployed were supplied with work under 
these schemes. 

The Ministry of Transport makes grants up to 50 per 

cent. of the total cost incurred by local 
) Government 4ythorities in the construction and improve- 

epartmental ; 

Schemes. ment of roads and bridges, over and above 

the ordinary programme of maintenance and 
repair work. The total cost of the 1920-23 programmes 
(expected to cover several years in some cases) was esti- 
mated at approximately £26,000,000, to be borne jointly 
by the State and the local authorities. Since 1923 ad- 
ditional programmes have been authorised, bringing the 
total to more than double the above amount. 

Under the Ministry of Agriculture, authority has been 

* For full statistics relating to Government Unemployment 


Schemes, see Memorandum on Provision of Work for Relief of 
Unemployment, 1924 (Cmd. 2196). 


TRADE FACILITIES GUARANTEED SCHEMES. 281 


given to conduct schemes of land drainage and water supply, 
while the expenditure on afforestation is being increased. 
The total cost, however, in 1924-25 was less than £500,000. 
To relieve unemployment during the winter of 1923-24, the 
Admiralty, the War Office, the Office of Works and the 
General’ Post Office were instructed to undertake work and 
place contracts at an earlier date than would have been 
necessary in the ordinary way. Approximately {1,500,000 

was spent in this manner. 
Under the Trade Facilities Acts of Ig21, 1922 and 1924, 
the Treasury was authorised to guarantee the 


(c) Trade payment of interest and /or principal of loans, 
pens the proceeds of which were to be expended in 
Schemes. such a way as to relieve unemployment. The 


Act of 1924 increased the Exchequer contin- 
gent liability from £50,000,000 to £65,00,000. The actual 
amount in respect of which the Treasury had stated their 
willingness to give guarantees stood in May, 1924, at a 
little over £45,000.000. 

The Export Credits Scheme aims at stimulating foreign 
trade. Traders are given facilities to finance their export 
trade, the Government guaranteeing drafts against ship- 
ment of goods exported to approved foreign countries. 
Though the maximum Exchequer contingent liability stood 
in June, 1924, at £26,000,000, the amount actually in use or 
earmarked was only a quarter of thissum. The first three 
years of the Export Credits Scheme provided the equivalent 
of merely two or three days of foreign trade, and the relief 
to unemployment therefore was very small. 

The various Government measures just indicated have 
not provided for more than a very small 
proportion of the unemployed, and numerous 
schemes have been proposed from different 
quarters to cope with the problems. Electrical development, 


(d) Proposed 
Schemes. 
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for example, finds many supporters, who urge that use 
should be made of the undisputed water power resources, 
and propose also that super-power stations should be estab- 
lished in different parts of the country. It is claimed that 
such electrical schemes would provide work for engineers 
and other skilled workers, as well as for labourers, and that 
cheap electric power would be of great benefit to other in- 
dustries, and, indirectly, would stimulate further employ- 
ment. 

Railway electrification and other developments are also 
urged. The Government is exhorted to bring pressure to 
bear upon the railway companies to electrify and recondition 
their systems, with a view to providing present employment 
on work that will have to be done sooner or later. Other 
proposals cover the building of houses and schools, more 
expensive afforestation schemes, increased expenditure on 
roads and bridges, and the construction and improvement 
of canals, docks, and harbours throughout the country. 

It should be borne in mind, however, that these measures 
are mainly of an emergency character, and that, while they 
may help in a small way to alleviate the acute post-war 
unemployment, they can do little more than touch the 
surface of the main problem. Treatment of the disease of 
unemployment must be more radical, if one aims at some- 
thing more than merely temporary relief. 


CHAP PERS XII. 





CHARITY AND THE POOR LAW. 
I. PRIVATE AND PUBLIC AID. 


Since 1601 there has been a marked change in the 
: principles and methods of poor relief. Then, 
ae and for a long time afterwards, there was not 
the same distinction between private and 
public relief as there is at the present time. It is now 
generally recognised that the relief of the poor, at any rate 
so far as the minimum necessaries of life are concerned, 
should be the concern of the community at large, and that, 
while voluntary gifts should not be discouraged, they 
should not be permitted to conceal the obligation of the 
State to persons in destitution. 

The scope of charity is not so restricted as that of the 
Poor Law. Whereas the Poor Law deals mainly with desti- 
tution, charity gives aid ofa widercharacter. Thus charities 
may be instituted for religious or educational objects, e.g. the 
establishment of scholarship funds. They may be intended 
for the preservation of character, such as probation and 
rescue work. Or they may take the form of orphanages 
and homes, and of welfare institutions for juveniles and 
adults. They may promote apprenticeship and emigration 
schemes. The work done by charities in fighting ill-health 
and disease is enormous. Hospitals, clinics, nursing, 
assistance for the blind and dumb—these are but a few of 
the invaluable charitable activities engaged in looking after 
the life and health of the less fortunate members of the 


community. 
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Charitable works of this character are rarely criticised, 
but there is a certain difference of opinion with regard to 
the practice of charities in granting direct money relief to 
the poor. This function runs parallel to that of the Poor 
Law, and it is contended by many authorities, not only 
that the duplication is wasteful, but that the less discrimi- 
nating private relief sometimes creates pauperism, if it does 
not actually encourage fraud. 

Private charities are of two kinds, endowed and con- 
tributory. The former kind is largely ad- 
ministered by the Charity Commissioners, 
first appointed in 1853, who from invested 
funds distribute over a million pounds annually. The 
money is handed over to local trustees, who decide on the 
apportionment in the district. Ifa locality becomes poorer 
or richer, the Charity Commissioners have a certain power 
to add to, or subtract from, the grants. Roughly one-third 
of the annual sum is expended on almshouses and similar 
charities. Persons who receive outdoor aid sometimes 
claim Poor Law relief, either at the same time, or in the 
intervals between the charitable grants ; and overlapping 
results. Endowed charities, dating back often to the 
Middle Ages, are more common in cathedral cities than in 
the modern industrial towns. York, for example, has been 
said to be “ poor because of its charities.”’ 

The subscribing charities are of course more varied 
than those administered by the Charity Commissioners, 
and the amount spent in relief is appreciably more. Indeed 
the sum voluntarily subscribed exceeds that spent in normal 
times by the public authorities in Poor Law relief. About 
13 millions were raised in this way in I921.* Indiscriminate 
charity tends to encourage abuse, while genuine needs may 


Forms of 
Charity. 


* About 7 millions from subscriptions, donations, flag-days, etc., 
3 millions from interest in investments and 3 millions from legacies. 
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go unrelieved. In 1869 the Charity Organisation Society 
was formed for the purpose of co-ordinating and properly 
distributing privately subscribed funds. The C.O.S. ulti- 
mately formed branches or joined with allied societies in 
over a hundred towns. 

The present position is by no means satisfactory. The 
public should be assured that there is strict economy in 
administration and that no fraud is permitted. The 
charges and commissions in raising charitable funds are 
often excessive. Instances are known in which the propor- 
tion taken in this way is as high as 50 per cent. or even 
more.* In 1916 the police were given power to control 
street collecting, but some further supervision seems 
desirable. 

The three main bodies, the Charity Commissioners, the 
C.O.S. and the Poor Law authorities, are all independent, 
and only in recent years has there been some attempt at 
round table conferences and mutual consultation to secure 
proper co-ordination of relief and the prevention of dupli- 
cation and abuse. The whole question of private charity 
was reviewed by the Poor Law Commission of Igog, the 
Report of which is considered below. 


The manner in which poor relief should be administered 
is subject to a variety of opinion. At least 


percent four views can be distinguished :— 
Be teaad (a) That all relief should be private. A few 


Public Relief. persons still maintain that the relief of the 

poor should be a private function, as it was 
before 1601, and that the public authority should inter- 
vene only in periods of abnormal distress. These people 
favour relief through the Church or other institutions, 


* D’Aeth, Financing of Charities, Contemporary Review, Decem- 
ber, 1923. 
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and propose that the several agencies in each locality should 
be co-ordinated and centralised so as to avoid overlapping. 
This view, however, is of no great importance ; the distress 
consequent on the industrial system, even in times of good 
trade, could not be adequately met by private relief alone, 
even if such a method were desirable. 

(6) That private and public authorities should give relief 
of different kinds. People who hold this view contend that 
relief should come from the public authority only to the 
extent of supplying those in destitution with the absolute 
necessities of life. Once the fear of starvation has been 
removed, public relief should cease, leaving any further 
subvention to private charity. One drawback of such a 
plan would be the inevitable duplication of functions of the 
different authorities, with consequent waste of effort and 
money. 

(c) That private and public authorities should deal with 
different persons. It is held by some that an individual 
should not receive relief from both private charity and the 
Poor Law. To effect this, a distinction might be drawn 
between those whose poverty is remediable (e.g. the unem- 
ployed and the juveniles) and those who cannot hope ever 
to earn sufficient to maintain themselves and dependants 
(e.g. the aged and infirm). It is proposed that the State 
should make itself responsible for the first type of poor, and 
private charity be responsible for the other. Both a 
curative policy and a separative policy should be pursued. 
Such a scheme, however, is open to many objections, both 
on grounds of principle and practicability. The dividing 
line between the two classes is not always clear, and 
movement from the curable to the incurable class is un- 
fortunately too easy. 

(d) That all relief should be public. The double system of 
relief, whether for different kinds of poverty or for different 
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persons, would be very difficult and uneconomical to ad- 
minister, and one thus reaches the fourth view, which would 
make all relief a public duty. Private charity is a good 
thing, but it is very haphazard, and in any case does not 
supply nearly enough to meet the needs. Those who 
favour public relief (e.g. the Minority of the Poor Law 
Commission) do not object to private help ; but they would 
use such funds for experimental and developmental pur- 
poses, as, for example, cancer research or building of 
“homes,” and not for distribution among the poor in 

actual cash. 
The following arguments have been put forward in 
favour of domiciliary rather than institu- 


Outdoor or tional relief. Firstly, from the humane 
Workhouse : 5 ; 
Relief ? standpoint, outdoor relief does not inter- 


fere with the natural life of the family, and 
the beneficiaries do not experience the same feeling of dis- 
grace as those who go into an institution. Secondly, from 
the administrative standpoint, it is easier to discriminate 
between the requirements of different people, and the 
amount of relief can be determined in accordance with 
individual needs. Thirdly, from the financial standpoint, 
families who are allowed outdoor relief may still earn a 
certain amount of money, thus rendering full mainten- 
ance at public cost unnecessary. A further reason on the 
ground of economy is that destitution is a variable 
quantity, and if workhouses were built to accommodate 
all the destitute in the periods of severe depression, 
they would be partly empty most of the time, though 
the establishment expenses would not of course fall in 
proportion. If, on the other hand, workhouse accom- 
modation were provided only for the average require- 
ments, much hardship would be left unrelieved in periods 
of depression. 
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The arguments against outdoor relief are mainly as 
follows. It is contended, firstly, that inspection and super- 
vision are very difficult, and that misrepresentation may 
secure benefit for the undeserving at the expense of the 
deserving ; further, the recipient may be drawing relief 
from other quarters, unknown to the public authority. 
Secondly, in accordance with one of the principles of the 
Act of 1834, relief must have a degree of “ unpleasant- 
ness;” it is maintained that outdoor relief may be 
rendered so “pleasant” that the system is abused, 
and the number of paupers unnecessarily increased. 
Thirdly, and this is perhaps a more serious objection than 
the first two, granting of outdoor relief to families, the 
members of which are already earning something in em- 
ployment, may have a depressing effect on the rate of 
wages. An evil of the “Speenhamland” policy of a 
century ago (viz. the granting of outdoor relief in kind 
based on the size of the family*) was the advantage taken 
by many employers to reduce the rates of pay, realising 
that the workers’ opposition would be weakened by the 
knowledge that their income would be made up at public 
expense. A fourth argument given in favour of indoor 
relief is that old people can frequently be better looked 
after in an institution than in their own homes. 

On the whole the advantages of outdoor relief would 
seem to outweigh the disadvantages, at any rate as long as 
the institutional relief exemplified by the English work- 
house system is retained. Almshouses, whether of the 
type found in this country or of the American kind, are in 
many ways superior to, and more humane than, work- 
houses. But in most respects outdoor relief appears to be 
the more desirable, unless conditions definitely necessitate 
indoor treatment. 

* See below, p. 298. 
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Statistics regarding conditions of unemployment and 
destitution are derived mainly from the 
following sources :— 

(a) Trade union returns. These are valu- 
able only to a certain extent as the trade union movement 
does not include all the wage-earners in the country, 
women workers especially being but partly organised. As 
the movement increases its membership, however, the 
returns will become more representative of general con- 
ditions. But these statistics do not correctly indicate the 
degree of distress, partly because of the variation in the 
benefits and subventions, partly because distress among 
home-workers, juveniles, and the aged does not figure in 
the returns, and also because the figures do not cover 
under-employment where a system of short time is 
practised. 

(b) Unemployment insurance returns. Since the exten- 
sion of unemployment insurance in 1920 to twelve million 
wage-earners, most useful information has been afforded 
by the official reports. The statistics are not complete, 
however, for certain occupations are not covered by the 
scheme.* 

(c) Employment exchanges. These provide a fairly good 
index, especially in connection with the casual trades. 
The returns show that about 50 per cent. of the applicants 
for employment come from (i) occupations designated under 
the heading of “ roads, seas and rivers,”’ (ii) general labourers 
and (iii) commercial classes (mainly clerks). It is among 
these occupations that most distress is as a rule to be found. 
According to the rg1r Census, out of 114 million workers, 
about 14 million were found in these three classes, 7.e. 86 per 
cent. of the workers were in the comparatively regular 


Sources of 
Information. 


* See Ch. XIII. 
SOC. ECON. 19 
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occupations, 14 per cent. yielding about a half of the 
employment exchange figures. Most of the casual labour- 
ers were found in urban districts, especially at the ports. 
London, out of 1,404,000 male workers, had over 20 per cent. 
among the casual workers, Liverpool 34 per cent., and 
Bristol 22 per cent. Casual employment is a serious 
problem, not confining its influence to the workers im- 
mediately concerned, but tending to depress conditions of 
employment in many other trades. Booth stated that the 
casual worker was the crux of the whole problem, and 
Beveridge writing nearly thirty years later confirmed his 
view.* 

(d) Distress committees.t{ A certain amount of informa- 
tion is supplied from this source, but, as the activities 
of these bodies are very limited, the data are not altogether 
representative. These committees appear to have been 
more common in London than elsewhere. With the de- 
velopment of other and more useful agencies during the 
last few years, the relative importance of distress com- 
mittees has declined. 

(e) Pauperism returns. Statistics as to relief afforded 
under the Poor Law are very useful, so long as con- 
clusions are not too hastily made. Thus, as shown in Ch. II., 
there was a decline during the fifty years before the war of 
over 50 per cent. in the number of paupers receiving out- 
door relief, but this drop is explained very largely by the 
increased stringency of the regulations and the provision 
of new forms of relief outside the Poor Law, such as old 
age pensions and the feeding of necessitous school- 
children. The statistics on the opposite page, especially 
those in columns (5) and (6), are significant. 


* Beveridge, Unemployment, Ch. V. 


t+ Set up in accordance with the Unemployed Workmen’s Act, 
1905. 
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PERSONS IN RECEIPT OF POOR-LAW RELIEF IN 
ENGLAND AND WALES.* 





Proportion per 
cent. of the total 
number of per- 
Meat Number of persons in receipt | sons entered in 
of— col. 4 who were 
in receipt of— 
Institu- | Domici- Institu- | Domici- 
tional liary Total. tional lary 
relief. relief. relief. relief. 
I 2 3 4 5 6 
End of Dec. 
1883 186,000 | 528,704 | 714,704 26°0 74:0 
1893 208,731 519,950 728,658 28°6 714 
1903 237,795 | 506,893 744,658 | 31°9 68°1 
I9Io 288,946 513,242 802,188 30°0 64°0 
IQII 278,298 392,596 670,894 415 53°5 
IQI2 274,215 389,947 664,162 413 58°7 
1913 261,781 370,461 632,242 414 586 
1914 257,432 | 378,608 | 636,040 | 40°5 59°5 
IQ15 226,096 |. 340,242 506,338 39°9 60'1 
1916 215,281 305,950 521,237 41°3 58°7 
IQI7 198,593 281,887 480,480 41°3 53°7 
1918 182,378 273,309 455,747 40°0 60°0 
1919 187,853 | 295,295 | 483,148 | 38-9 61't 
1920 199,846 368,063 | 567,909 3572 64'8 
1921 217,485 | 1,158,497 | 1,375,982 15'8 84°2 
1922 219,046 | 1,186,982 | 1,406,028 15°60 84°4 
1923 220,993 | 1,019,730 | 1,240,723 17'8 82°2 
1924 216,835 855,110 | 1,071,945 20°2 79'8 




















It is seen from this table that the total number of persons in 
receipt of public relief declined between 1883 and 1920, following 
which the heavy depression caused an abnormal amount of destitu- 
tion. Until the war the proportion receiving institutional relief was 
increasing, but after the war there was a decline in proportion (though 
the actual number remained fairly constant). The statistics of 
domiciliary relief do not, of course, include benefits, covenanted or 
uncovenanted, under the Unemployment Insurance Scheme. 


* Quarterly Statement, December 1924. 
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2. DEVELOPMENT OF THE Poor LAw.* 


A knowledge of the history of the Poor Law is essential 
to a thorough comprehension of the present position of 
public aid. The record of Poor Law administration gives 
the social student an insight, not only into the practice of 
poor relief, but also into the social conditions and experi- 
ments of the periods under review. It is true that 
economic conditions are constantly changing and that 
programmes that are applicable to one period might be 
altogether inapplicable to another. Nevertheless, three 
centuries’ experience of the Poor Law is very instructive 
to the present day reformer, in telling him not merely what 
to do, but also (which is just as important) what not to do. 
The history of the Poor Law is, like all histories, a record 
of good and bad. Especially does it warn us of the fallacies 
as to the nature of poverty and the method of poor relief. 
These fallacies have been responsible for much harshness 
and abuse in past administration. Many reforms have 
been carried out in the last few decades, but the stage has 
been reached when a more vital decision has to be made 
The question now is not so much whether the Poor Law 
should be further reformed, but whether it should not be 
entirely abolished. 

Inquiry into the practice of poor relief can be carried, if 

necessary, as far back as Saxon times, when 
Poor Relief ‘“‘ Jandless’’ men were expected to be pro- 
neue * vided for by their kinsmen or master. While 
on the Church. the manorial system existed, however, the 
poverty question was not important, for it 
was comparatively easy for a man to obtain land or to 

* It is only possible here to give the barest outline of the history 

of the Poor Law. For a full account see Nicholls and Mackay, 


A History of the English Poor Law, (1912), and Webb, English Poor 
Law Policy, (1910). 
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secure employment on the land. With the break-up of 
the manorial system many men lost their holdings, while 
those who threw off the yoke of villeinage were not 
always in an enviable position, for freedom was often 
accompanied by destitution. The substitution of “ con- 
tract’ for “status” did not in all cases mean an im- 
proved economic condition. The wage-earners were often 
as badly off, so far as their material income was con- 
cerned, as when they had been in serfdom ; sometimes 
they were even in a worse position. In the towns, a 
certain amount of poor relief was afforded by the gilds to 
those members who had fallen on evil times. 

In 1348 the Black Death swept away about a third of 
the population. The workers who were left took advantage 
of the shortage of labour and demanded better wages. The 
Statute of Labourers of 1349 was one of the earliest enact- 
ments dealing with labour conditions. It ordered the 
workers to serve under any master who might require them, 
and to be paid at the rate customary in the year before the 
Black Death (though prices had risen in the meantime). 
Severe penalties were to be imposed on workers who, in 
the opinion of the legislators, took unfair advantage of 
their position. The Statute was not successful, however, 
partly because the landlords were so anxious to obtain 
labour that they themselves were willing to pay more than 
the prescribed rates, but mainly because the workers, in 
spite of the penalties, refused to bend under the repressive 
policy. Many other Statutes were passed in a vain 
attempt to settle the problem. 

The Act of 1388 is specially notable in that for the first 
time “ the poor ”’ are referred to as a distinct class, and that 
the “‘ valiant beggar” is separated from the “ beggar im- 
potent to serve.’ The townspeople were expected to 
provide for the needy poor. During the next two centuries 
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the problem of poverty became more acute, due largely to 
the enclosure movement and the increase in the number of 
landless men, and, in a smaller degree, to the disbandon- 
ment of soldiers after the numerous wars, and to the rise 
in prices following the debasement of the coinage. 

It was assumed throughout this period that the able- 
bodied pauper could find work if he wished, and that his 
poverty was a clear proof of his laziness. While it was 
doubtless easier, in those days, for an unemployed person to 
secure work than it has been since the rise of the specialised 
factory system, the extremely harsh attitude of the legis- 
lators of the early sixteenth century cannot be justified. 
Thus, in 1530, able-bodied men or women found begging, or 
without settled occupation, were to be “ tied to the end of 
a cart naked, and be beaten with whips... till his or her 
body be bloody by reason of such whipping.’”’ Such was 
the ‘‘ social policy’ of the time. Six years later Henry 
VIII. broke away from Rome, and followed this up by 
suppressing a large number of abbeys and monasteries. 
The religious houses had relieved distress among the poor, 
and their closing down was followed by an increase in 
vagabondage. To say, however, that the suppression of 
the monasteries was a cause of poverty is not correct ; the 
poverty had been there before, but had been relieved by 
these religious bodies. This source of relief having been 
considerably reduced, the number of persons seeking aid 
elsewhere increased in proportion. 

The legislators still pursued a savage policy. In 1547 there 
was passed what is probably the cruellest Act on the Statute 
Book. Able-bodied vagabonds were to be branded with 
the letter V and to be the property for two years of any 


master who required them, their food to consist of bread and 


water and refuse meat. Attempt to escape within the two 
years was to be punished by branding with the letter S 
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and condemnation to slavery for life. A further attempt 
to run away was to be punished with death. Provision 
was made, however, for children in vagabondage to be 
taken by any persons who promised to bring them up in 
some honest labour. Money for the relief of the aged and 
infirm was still to be voluntarily subscribed. The curate 
of every church was enjoined to exhort his parishioners to 
contribute according to their means. This Act did not 
reduce the extent of poverty, and two years later it was 
repealed. 

In 1551 it was enacted that in every town a book be kept 
containing the names of householders and impotent poor. 
The citizens were to appoint two or more “ collectors ”’ of 
alms which were to be distributed weekly among the poor. 
People refusing to contribute were to be exhorted by the 
parson and churchwardens, and, if no impression was made, 
were to be taken before the bishop. But it was found that 
even a bishop might fail to elicit a voluntary contribution. 

In Elizabeth’s reign distinct progress was made. The 
Statute of Artificers, 1563, extended the apprenticeship 
system, thus adopting a more radical policy and so prevent- 
ing much poverty in later years. It enacted, among other 
things, that labourers were to be hired for at least a year 
at a time. Other clauses gave Justices of the Peace the 
power to assess rates of wages. (These were to be actual, 
not minimum, rates.) In the same year compulsory asses- 
ment was introduced for the first time. The bishop being 
unsuccessful in his exhortation, an uncharitable person 
could be brought before the justices, who would make a 
levy on him according to his means, and who had the 
power, should he refuse, to commit him to prison. Sundry 
other acts were passed in this reign, such as that relating to 
the reform of the currency, the appointment of overseers 
of the poor, and the building of habitations for the aged. 
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It is not necessary to describe the legislation, as it was for 
the most part re-stated in the great consolidating Act of 
1601. 

The Act of 1601 marked a distinct change from the 

earlier repressive policy, and definitely estab- 
The Poor Law Jished the compulsory assessment for the 
from 1601 to : 
1834. relief of the poor. Overseers of the poor 

were to be appointed in every town, and were 
to consist of the churchwardens and two to four house- 
holders. They were to raise by taxation from the in- 
habitants sufficient money for the following purposes :— 

(i) ‘‘ For setting to work the children of all such whose 
parents shall not be thought able to keep and main- 
tain them.” 

(ii) ‘‘ For setting to work all such persons, married and 
unmarried, having no means to maintain them, and 
who use no ordinary and daily trade of life to get 
their living by.” 

(ii) ‘‘ For providing a convenient stock of flax, hemp, 
wool, thread, iron and other ware and stuff to set 
the poor to work.” 

(iv) ‘‘ For the necessary relief of the lame, impotent, old, 
blind and such other among them being poor and 
not able to work.” 

It was also provided that able-bodied persons who would 
not work should suffer certain penalties. 

It will be seen from this that an attempt was made to 
deal with the three principal kinds of poor :—(a) Those 
who cannot work, by reason of age or infirmity, (6) those 
who are in search of work, but cannot secure employment, 
z.e. the unemployed, and (c) those who are able to work and 
are offered employment but refuse to take it. The first 
class were given relief, the children being trained under 
proper protection. The second class were to be helped by 
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being set to work as indicated above. The third class 
were to be punished. The Act of 1601, with certain 
modifications, governed the practice of public assistance 
until 1834. 

The intervening measures may be shortly indicated. In 
1662 the Law of Settlement was passed, with a view to 
giving protection to London and the large towns. It was 
laid down that poor settlers in a parish could, within a 
period of forty days from arriving, be removed to the 
parish where they had last been settled for not less than forty 
days. This Act was objectionable in that it benefited the 
large towns at the expense of the rest of the country, and 
also in that it imposed a serious restriction on the 
mobility of labour. The period of forty days was sub- 
sequently extended. In 1691 magistrates were given 
controlling powers over the overseers. 

In 1723 parishes were authorised to join in “unions”’ to 
establish workhouses. The principle of the “ workhouse 
test,” 7.e. the power to refuse relief to persons who were 
unwilling to enter the institution, was established. Parishes 
were permitted to hand over the administration of the 
workhouses to private contractors, and the inevitable abuse 
resulted. Many of the poor who were “farmed out ”’ 
suffered cruelty and semi-starvation. It was not until 
1790 that any attempt was made to remedy this evil. 
Visitation was instituted and certain restrictions were 
imposed on the contractor, but the principle of farming 
the poor was still apparently upheld. 

Industrial. and agricultural changes at this time were 
responsible for much dislocation and distress. While the 
wealth of the country as a whole vastly increased, its dis- 
tribution remained very unequal. A change in public policy 
resulted in ‘‘Gilbert’s Act” of 1782, whereby the work- 
house test could be set aside, thus making possible outdoor 


”? 
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relief for the able-bodied. Power was given to the parishes 
to combine voluntarily into unions, in each of which a 
workhouse could be built for the maintenance of the old 
and infirm. In 1795 the Law of Settlement of 1662 was 
repealed, though it was still made possible to remove persons 
to their previous parish once they had sought public 
relief. 

In the same year the famous “ Speenhamland ”’ 
decision was made. The justices of Speenhamland, in 
Berkshire, decided to give relief in aid of wages in propor- 
tion to the price of wheat and to the number in the family. 
This “ bread scale,” though not the first, was adopted by 
other parishes throughout the country. The policy was 
confirmed in the Act of 1796. The workhouse test was 
repealed. But, despite the humanity which was partly 
responsible for these measures, the Speenhamland policy 
gave rise to abuse. Men whose wages were already at or 
below subsistence level found that their income would, in 
view of the grants, be little affected if they did not work 
at all. The policy was thus conducive to demoralisation. 
But more serious was the advantage taken of the Speen- 
hamland policy by the employers. They knew that a man’s 
resistance to a wage reduction would be undermined by the 
fact that he would automatically have his income made 
up out of the rates; consequently wages began to drop. 
Some parish authorities went so far as to suggest that 
wages should be abolished and that the worker be paid 
out of the poor rate ! 

Expenditure on poor relief had greatly increased during 

the latter years of the eighteenth century, 

ae Poor and, with the Speenhamland policy, the dis- 
aw from : 

1834 to 1909. location caused by the enclosure of common 

land, the extended use of labour-saving 

machinery, and the distress following the Napoleonic wars, 
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the burden on the rates became heavier than ever. The 
sum spent on poor relief per head of population increased 
five or six fold between 1750 and 1832. In the latter 
year a Royal Commission was appointed to inquire into 
the operation of the Poor Law, and make proposals for 
reform. After investigation the Commissioners made the 
following recommendations, which were immediately carried 
into effect by the Act of 1834 :— 

(a) The transfer of control to a Central Board, which 
was to have considerable powers over local guar- 
dians, who were to be directly elected by the rate- 
payers. 

(5) The formation of Unions of parishes in order to 
provide a common workhouse for the district, the 
parishes to contribute to the upkeep in proportion 
to the number of its paupers. 

(c) The re-introduction of the workhouse test for the 
able-bodied. 

(d) The abolition of settlements except by birth, or by 
marriage in the case of women, or by parentage in the 
case of children. 

The principle was definitely laid down that the relief 
granted shlould not be such as to make pauperism preferable 
to wage-earning, 7.¢., that the amount should not exceed the 
income of the poorest paid labourer. 

In 1847 the Poor Law Board was constituted, and it 
supervised the administration of public relief until 1871, 
when its place was taken by the Local Government Board, 
which was formed largely in order to strengthen the powers 
over local authorities. This Board remained in existence 
until I919, when the Ministry of Health was created in 
order to consolidate the functions of the Local Government 
Board together with those of several minor bodies. 

The Act of 1834 is still the basis of Poor Law policy. 
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Though this Act undoubtedly improved the administra- 
tion of poor relief at the time, subsequent developments 
have conspired to make the provisions either inoperative 
or extremely harsh. The machinery set up in 1834 is in 
many ways obsolete, and for the last twenty or thirty years 
there has been urgent call for reform. 
In 1905 the Royal Commission on the Poor Laws and 
Relief of Distress was appointed to inquire 
Reports of into the working of the whole system, to 


Pe investigate the methods adopted supplemen- 
Commission tary to the Poor Law, and to report upon 
1909. alterations thought desirable. The inquiry 


that followed was most thorough, lasting 
over three years. Evidence was taken orally and 
in writing from nearly fifteen hundred persons, and 
special investigators were appointed to study particular 
problems. 

The Commissioners stated that pauperism was as preva- 
lent as it had been in 1871, and showed that it moved in 
cycles in a similar way to employment. The turning point 
of the pauperism cycle came a year or two later than that 
of the employment cycle, 7.e. it took as a rule between 
one and two years for the unemployed to use up all their 
reserves and sell up their homes before they entered 
the ranks of the legally destitute. On the average nearly 
three-quarters of a million people were receiving relief 
throughout the period of forty years. 

But while the number of paupers remained fairly con- 
stant, the amount spent on poor relief had more than 
doubled. In 1833-4 it had been a little over six millions ; 
in 1905-6 it was over fourteen millions. (The population, 
however, had so increased that the cost per head fell 
from 8s. 1od. to 8s. 3d.) 

The Commissioners were dissatisfied with the work of 
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the average Guardian, and with the apathy of the rate- 
payers in Poor Law elections. They condemned the 
wasteful overlapping and mismanagement, and also the 
lack of uniformity of practice as between the different 
Boards of Guardians. 

The Commissioners were agreed that the institutional 
treatment of the poor was not satisfactory. About a third 
of the total number of paupers were treated in institutions, 
but there was no proper classification within the walls. 
The policy varied with different local authorities. The 
same institution might include the aged and the young, 
the mentally deficient and those of the criminal class. 
Some authorities kept children in “cottage homes” and 
similar institutions, while others grouped all classes indis- 
criminately in the workhouse. The main reason given for the 
lack of separate treatment was that the area was too 
limited ; if the district from which the poor were drawn 
could be extended, it would be more possible to discrimi- 
nate between, and provide accordingly for, the several 
classes. 

With regard to outdoor relief (about two-thirds of the 
total), it was recognised that supervision was inadequate, 
while the existence of many private charities caused a 
certain amount of confusion. Further, the absence of 
uniformity in the standards of relief was emphasised. 
Some unions imposed stringent regulations while others 
were comparatively generous. One district would be 
highly rented and therefore highly rated ; another district 
the reverse. One parish might have a very large propor- 
tion of the poorer classes and a large number of paupers 
to maintain, while another parish might have a relatively 
large proportion of the well-to-do yet only a small number 
of paupers to maintain. This discrepancy is very notable 
in London where the wealthy parishes in the West-End 


ce 
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have a lower burden per head than the poorer parishes in 
the East End.* 

The Commissioners were unanimous on some points, but 
of widely divergent opinions on others. The unanimous 
recommendations, the proposals of the Majority and of the 
Minority, and the extent to which the several suggestions 
have been adopted, may be briefly outlined. 

The unanimons recommendations were :— 

(a) That the Boards of Guardians be abolished, and that 
Unanimous the area of administration be enlarged from 
Recom- the Union to the County and County 
mendations. Borough. This proposal was included in the 
Ministry of Health Bill, 1920, which passed the Commons 
but was defeated in the Upper Chamber. 


* The following table shows the unequal incidence of the burden in 
different parts of England and Wales. The actual figures relate to 
an abnormal period, but the proportions are very instructive. 


Number in receipt of relief on June 30, 1923, tm certain districts. 
Per 1,000 of population. 


London—Kensington .. 13°5 Birmingham .. .. .. 543 
Westminster, ... .<« 25:0 Lincoln .) \-2) (eee ses 
Hampstead a) ee 96 Barrow-in-Furness sil) aD a 
Shoreditch Soe oe OE OU SEreston . 3 ee 8-9 
Limehouse .. .. 993. Liverpool (W. Derby 
Poplani >. <1iei. Pei LOO Union) .. o os SEE 
iBermondsey ....-..:,121°6 Sheftield) [.. | <2) eeuere enone 

All London .. 49°8 Middlesbrough 62) ey RO 

Kingston (Surrey)... .. 136 South Shields > 3, house eee 

Battle (Sussex) aaa 91 Hartlepool 2 ae Tage 

Headington (Oxford) .. 4°9 Stockton... (2.7 “<2 eoems 

Luton (Beds) .. .. .. 13:0 Newcastle-on-Tyne -- 1068 

Tpswithiic. loc «i i. 65:09) Merthyr Rydal 3) eee 

Cornwall (all Unions) .. 266 Pontypridd .-.. .. 22) 6597 

Shropshire (all Unions) 15°3 — 

Walsalley Ci Se 6574 Total (England and 


Wales) <i . 2 Eee 
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(6) That institutions be of the classified and not of the 
mixed type. This proposal was partly met by the Poor 
Law Institution Order, 1913, which provided for a certain 
amount of separation according to age, character and 
sickness. 

(c) That the different charities endowed and voluntary 
be organised, in order to avoid friction and overlapping. 
In 1919 the National Council of Social Service was formed 
to deal with this and other defects, and over 40 provincial 
branches have been set up.* Proper co-ordination, how- 
ever, is still lacking. 

(d) That the administration of out-relief be improved ; 
that relief should be given only after proper inquiry and 
supervision, but that it be adequate to meet the needs, 
and that voluntary agencies should be employed where 
personal care of individual cases is desirable. 

(e) That children be removed from workhouses. This 
has been partly effected by the Poor Law Institutions 
Order, 1913, which laid down that children between the 
ages of three and sixteen, not under medical treatment, 
cannot be retained in adult institutions for a period 
exceeding six weeks. 

(f) That Old Age Pensions be provided. These pen- 
sions were first granted by the Act of 1908. 

(g) That Labour Exchanges be established. These were 
set up under the Act of Igo9. 

(h) That a scheme of State Insurance against sickness 
and unemployment be instituted. This too has been pro- 
vided by the several Insurance Acts commencing in IgII.t 

(*) That central control be strengthened and extended. 
As stated above, the Ministry of Health in 191g replaced 
the Local Government Board, securing added powers. 


* See Clarke, Social Administration, including the Poor Laws, pp. 
170-172. { See Ch. XIII. 
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Fourteen Commissioners made the following recom- 

mendations in addition to those just indicated. 

Balonty (a) That the Boards of Guardians be re- 

mendations. placed by Public Assistance Authorities, 

which should be co-extensive with a County 

or County Borough, half the number to be appointed from 

the County or County Borough, the other half to be appointed 

by the council from outside their number. These councils 

should be for administrative purposes only. No action 
has been taken to meet this recommendation. 

(5) That Public Assistance Committees be set up for 
the smaller urban and rural districts, to deal directly with 
the applicants for relief. No action has been taken. 

(c) That Voluntary Aid Councils be created in connec- 
tion with (a), and Voluntary Aid Committees in connection 
with (0), for the purposes of supervision, and of acting as 
intermediaries between public assistance and private charity. 
No parliamentary action has yet been taken on these lines. 

(zd) That County and Local Medical Assistance Com- 
mittees be created, to provide medical relief on a provident 
basis. This recommendation has not been adopted. 

(ec) That outdoor relief, while adequate to needs, be 
subject to thorough investigation and supervision. The 
conditions imposed by the Relief Regulation Order, rgrz, 
largely meet this recommendation.* 


Four Commissioners submitted the following proposals:— 

(a) That necessitous non-able-bodied persons be dealt 

ou with by the appropriate committees of 

Minority the County and County Borough councils, 
Recom- cabs 

mendations. and therefore not come within the Poor 

Law. Children should be provided for by 

the Education Committee; the sick and incapacitated, 


* For the principles and methods of indoor and outdoor relief, and 
the various Orders, see Clarke, op. cit. Chapters, VIII.-X. 


Wy 
i 


ee eee 


MINORITY RECOMMENDATIONS. 305 


the infants under school age, and the aged needing institu- 
tional care, by the Health Committee; the mentally 
defective by the Asylums Committee; the aged by the 
Pensions Committee. The several committees should be 
under the supervision of the corresponding Government 
Department. These recommendations have been met to a 
limited extent ; necessitous schoolchildren may be given 
meals (though this practice was temporarily restricted dur- 
ing the post-war so-called ‘economy’ campaign); the 
Mental Deficiency Act of 1913 required the Boards of 
Guardians to make suitable provision for the mentally 
defective ; while Old Age Pensions satisfy to some extent 
the requirements of the Minority. 

(5) That the necessitous able-bodied be dealt with by 
a special authority, and that in order to reduce unem- 
ployment the labour market should be organised by a 
Ministry of Labour; in order to minimise the unemploy- 
ment caused by cyclical fluctuations the Government 
should institute a ten-year programme of public work (of 
at least forty million pounds for the decade), the work to 
be given out exclusively in the years of depression. It 
was further proposed that the unabsorbed surplus of unem- 
ployed should be maintained at public expense, and when 
desirable trained for alternative occupation. 

These recommendations have not so far been adopted, 
except for the establishment of the Ministry of Labour in 
1916, and the special schemes for the training of ex-service 
men. 

(c) That Registrars of Public Assistance be appointed 
in Counties and County Boroughs for the purpose of 
keeping a register of those receiving public relief, and 
for preventing the overlapping of functions. No action 
has been taken in this connection. 
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In short, the Minority virtually disputed the necessity for 
any Poor Law at all. The non-able-bodied poor could be 
dealt with by the appropriate authorities outside the Poor 
Law. Unemployment was said to be the dominant factor 
making for distress among the able-bodied, and, to prevent 
this, special machinery should be set up. The Poor Law 
should, in effect, be dispensed with. Prevention rather 
than mere relief should be the principle to be followed in 
the future. 

The extent to which the several recommendations of the 

Majority and the Minority of the Royal Com- 
ane ser ae mission of 1909 were adopted has been shortly 

indicated in the preceding paragraphs. It is 
evident, to judge from subsequent developments, that the 
Minority Report made the greater impression on the 
legislators. 

All the Commissioners were in favour of abolishing the 
Boards of Guardians and enlarging the area of administra- 
tion from the Union to the county and county borough. 
The Maclean Report of 1918* supported this proposal. 
It urged that the responsibility for the administration of 
services from local rates should rest with one authority 
in each area; that the local authority should take over 
the duties of public aid; that the general mixed work- 
house should be abolished ; that a “‘ Home Assistance Com- 
mittee ’’ should be set up in each area for the purpose of 
making inquiries into the circumstances of applicants for 
home assistance and also for general supervision and 
administration ; and that the provision for the sick and 
infirm should be the function of the Public Health Com- 
mittee of the local authority, the provision for children 


* Report of the Local Government Sub-Committee of the Ministry 
of Reconstruction, 1918. 
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should be made by the Education Committee, and the 
provision for the mentally unsound by the Asylums 
Committee. 

Thus the Maclean Report endorsed the main recom- 
mendations of the Minority of the Poor Law Commission, 
though it did not altogether disregard the proposals of the 
Majority. The Report is significant in that it conciliated 
to a large extent the supporters of the Majority and the 
Minority, and demanded without party distinction the 
disappearance of the Boards of Guardians and therefore 
the virtual abolition of the Poor Law. The post-war de- 
pression showed up the defects of the existing Poor Law 
machinery. Some Boards gave assistance without any 
“test,” adopting scales of relief based on the number of 
dependants. Others refused to give out-door relief to able- 
bodied persons at all. Others, again, declined to accept a 
definite scale of relief, and in some cases refused relief to 
those in receipt of unemployment benefit.* 

The rise during the last fifteen years of a system of 
State insurance against unemployment and ill-health has 
brought further complications. Social insurance (which is 
the subject of the following chapter) is admitted in all 
quarters to be immeasurably superior to the antiquated 
system of Poor Law relief. Not only is it more efficient 
and equitable, but it savours less of charity and does much 
to remove the stigma of pauperism. But while the two 
methods are operating side by side, overlapping of func- 
tions and duplication of machinery and expenditure would 
appear inevitable. If the scheme of social insurance is to 
be made more comprehensive than it is at present—and 
the signs point in that direction—then the need for the 
abolition of the Poor Law is further emphasised. So far, 
the recommendations of the Maclean Committee have not 

* Cf. Annual Reports of the Ministry of Health. 
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been adopted,* but it cannot be long before the Boards of 
Guardians, despite the sincerity and sympathy of the 
individual members, are supplanted by a more uniform, 
serviceable and humane system of relief. 


This rapid survey of the history of the Poor Law indi- 
cates the changes that have come about in 
Survey of outlook and policy on the part of the public 
oe foe authorities. At one time destitution was 
Policy. practically regarded as a crime, and severe 
punitive measures were employed in a vain 
attempt to cope with the problem. Whipping and 
branding proved to be no remedy at all, and the “ Old” 
Poor Law of 1601 showed public policy to have been 
educated to the point of distinguishing between the differ- 
ent types of poverty; the impotent, the aged and the 
young were given more humane and lenient treatment 
than that meted out to the able-bodied. 

The Elizabethan policy, with certain alterations, was 
pursued for over a hundred years and with a considerable 
measure of success. With the agricultural and industrial 
changes of the eighteenth century, however, poverty be- 
came more acute, and the established methods of poor 
relief were found sorely inadequate. It was now recognised 
that an able-bodied man might become unemployed through 
no fault of his own, that idleness was not necessarily 
synonymous with laziness. The abolition of the work- 
house test together with the adoption of the Speenhamland 
policy of ‘“‘ bread scales”’ caused a temporary departure 
from the Elizabethan code, but with the continuance of 
the enclosure movement, the extension of the factory 
system, and the dislocation following the Napoleonic Wars, 

* The Ministry of Health Bill, 1920, was intended to give effect 
to some of the recommendations in the Maclean Report, but it was 
defeated in the House of Lords. 


CHANGES IN POOR LAW POLICY. 309 


the situation grew worse. Eventually the “ New” Poor 
Law of 1834 tightened up the system, and for a time the 
administration and methods of public assistance were 
more efficient. 

Until then, and for many years afterwards, the authorities 
were concerned merely with the question of dealing with 
poverty once it became manifest. It was not until the last 
decades of the nineteenth century that writers seriously 
began to inquire into the essential nature of the problem 
with a view to the prevention as well as the relief of 
poverty. The submissive acceptance of the evil gave place 
to an enlightened dissatisfaction with the social organisa- 
tion. Study was now given to such questions as the 
causes of unemployment, the nature of casual employment, 
the consequences of the wages system, the environment of 
the worker, and the many other factors that contribute 
directly or otherwise to the evil of destitution. The 
Minority Report of 1909 and the Maclean Report of 1918 
illustrate the change in outlook. Reformers of the nine- 
teenth century were content with piece-meal adjustments 
of Poor Law methods, never contemplating that the very 
basis of the administration might be unsound. The de- 
vastating criticism that has been levelled during recent 
years at the whole system of Poor Law relief, and the 
sounder and more constructive alternatives of prevention 
and insurance that have been submitted, and to a limited 
extent already accepted, lead one to assume that the entire 
abandonment of the Poor Law system cannot be long 
delayed. 


CHAPTER XAi: 





SOCIAL INSURANCE. 


Insurance involves the setting aside of sums of money 
in order to provide compensation against loss 
mature ae resulting from particular emergencies. The 
Social contingency is expected to affect only a 
Insurance. certain proportion of the number insured, 
and the participants in the scheme are able, 
therefore, by paying a comparatively small sum into the 
fund, to guarantee themselves against heavy financial loss. 
For example, it is found from experience that a fairly 
constant percentage of shop windows is broken per annum, 
and insurance companies are able with a great degree of 
accuracy to adjust the premiums against this form of loss, 
spreading the risk over a large number of persons. The 
same applies to the risk of fire and burglary, an individual 
being safeguarded against these contingencies by a rela- 
tively small annual payment. 

Life insurance (which is but a euphemism for death in- 
surance) is conducted on similar principles. Itis known from 
analysis of vital statistics for many years that of a given 
number of people a certain percentage will die in a given 
period. If the chances are (say) 99 to I against a particular 
emergency, which involves the loss of (say) £1000, the risk 
can be insured against by 100 people each contributing 
£10, plus whatever sum is required for administration. 
Actuarial science has made such progress that there is 
scarcely any contingency against which it is not possible to 
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effect some insurance. Policies are now issued, not only 
against such common contingencies as death, fire, burglary, 
etc., but against rain during an open-air féte or during 
one’s summer holidays, and even against the return of a 
parliamentary candidate at a by-election. 

Social Insurance is usually taken to mean that form of 
insurance which guarantees an individual against exigen- 
cies which reduce his earning capacity or increase his 
expenditure beyond the normal. Such contingencies arise 
out of (1) temporary inability to make a living, (2) per- 
manent incapacity, and (3) death. Under (1) come unem- 
ployment, sickness, accidents, etc. ; under (2) come dis- 
ablement, chronic illness, old age, etc. ; and under (3) come 
widowhood and orphanhood. All these have been proved 
to be insurable risks, but some branches have been more 
fully developed than others. In some cases the State has 
shouldered the responsibility for the scheme ; in others the 
service has been left entirely to private enterprise. 

The following table* shows the amounts estimated to 
have been spent on Social Insurance in this country in 
1922. 


£ 
Old Age Pensions .. 22,500,000 
Health, Maternity and ee 
ablement Insurance Ss 29,000,000 
Unemployment Insurance .. 60,000,000 
Workmen’s Compensation .. 12,000,000 
Burial Insurance... “ie 35,000,000 


158,500,000 


* Taken from Cohen, Social Insurance Unified (1924), p. 26. 

fFrom January, 1926, there must be added to the above figures 
the payments in respect of Widows’, Orphans’, and Old Age Con- 
tributory Pensions. 
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It is true that 1922 was an exceptional year, and that the 
expenditure on Unemployment Insurance was abnormally 
high. On the other hand the above table does not include 
£38,000,000 spent under the Poor Law, nor £57,000,000 dis- 
bursed by the trade unions and friendly societies. And if 
one included the sums spent by the State and other bodies 
on pensions of different kinds, and reckoned the sums 
deposited by the workers with the savings banks, co- 
operative societies and building societies, purely as a 
provision against times of need, the grand total would not, 
it is estimated, fall far short of £500,000,000.* 

In this chapter the different forms of Social Insurance 
in this country are briefly surveyed. Most space is devoted 
to Unemployment Insurance, not so much because it en- 
tails the largest expenditure at the present time, but 
because the general principles discussed in connection with 
it apply, in greater or less degree, to all the other branches 
of the main subject. 

One sometimes comes across the contention that wage- 

earners should put aside a certain proportion 
Savings as an of their income in order that when the 
Alternative to ,,. ae . ; ‘ 
earanice: rainy day”’ arrives they will be independent 
of help from the State or other authority. 
It is claimed that such a policy would prevent degradation 
and demoralisation. 

The proposal that savings should take the place of in- 
surance, however, is a mere counsel of perfection. It 
assumes, what is unfortunately too rarely the case, that the 
workers have sufficient wages during employment to permit 
of the necessary balance being put aside. As a rule, it is 
the best-paid workers who are most regularly employed, 
while it is those who receive little above a subsistence in- 
come who are most liable to unemployment. And, though 

* Tod p27. 
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it is known that a certain number of workmen will sooner 
or later be out of employment, or be in distress through 
any of the other contingencies mentioned above, the 
average individual is sufficiently optimistic to think that 
he will not be affected, and tends, therefore, to take too 
little precaution. 

A second defect of the policy of savings is the difficulty, 
even the impossibility, of estimating how much ought 
to be saved. Unemployment in the aggregate may be 
predicted with a certain degree of accuracy, but estimates 
as far as the individual is concerned must be allowed a wide 
margin of error. If the worker’s income during employ- 
ment were adequate to secure a decent standard of life and 
a little over, it would not matter seriously if the estimate 
of the sum to be set aside turned out to be incorrect. But 
if the wage were barely above subsistence level, there is 
the danger that any saving would be at the cost of health 
and efficiency. Saving is only economical so long as the 
sources of the income are not impaired ; when it is effected 
at the expense of productive capacity, there is a net loss. 
Further, if every worker saved sufficient to maintain himself 
and dependants in the event of unemployment, there would 
be far too much saved in the aggregate for this particular 
purpose, for, as was shown in the chapter on unemployment, 
fifteen-sixteenths of the wage-earners are still in employ- 
ment when trade depression is at its worst.* 

Finally, it is often objected, the dependence on savings 
alone to provide against distress in time of unemployment 
throws the burden on the wrong shoulders; little as the 
employers contribute in the present insurance scheme, they 


* This does not apply, of course, to the abnormal conditions follow- 
ing a war; even the most sanguine of the advocates of saving cannot 
expect the workers to forecast and sufficiently provide against such 
a contingency as this. 
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would evade altogether their obligations if savings were 
exclusively relied upon. The cause of unemployment is 
very rarely an individual one, the responsibility resting, in 
the vast majority of cases, on circumstances beyond the 
worker’s control. The provision of means to guard against 
the consequent distress is claimed to be a social, rather 
than an individual, function. 

Private savings are not therefore a proper safeguard, 
partly because most workers’ incomes are insufficient, 
partly because, even if they were sufficient, too much would 
be saved in the aggregate to meet the distress, and lastly 
because the incidence of the burden would not thereby be 
equitably distributed among the several classes of the com- 
munity.* 

The contention, once common, that it is undesirable to 

insure against unemployment is rarely met 
The, 9) | with at the present time, the change in 
Beer iaoeone opinion being due largely to the successful 
Insurance. experience of the scheme in Britain during 

the last few years. If criticism of the scheme 
is to receive serious attention, it must be accompanied by 
alternative proposals for coping with the main problem. 
Insurance benefits do relieve distress, and destructive 
criticism without constructive proposals is of little service. 
The few critics who question the advisability of insurance 
fall mainly into two classes, and view the subject from 
opposed standpoints. One class objects that insurance de- 
moralises, that the receipt of benefits tends to destroy a 
man’s self-respect. But benefits in a properly adminis- 


* Some writers have proposed compulsory savings as a means of 
coping with distress, but such a scheme is open to other objections 
besides those mentioned above. A German writer, Prof. Schanz, 
has drawn up a scheme of this kind. For criticism, see Cohen, 
Insurance Against Unemployment, pp. 58-9. 
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tered scheme are not really gratuitous, but are payments 
to which the recipient, by the very nature of insurance, 
is rightfully entitled. Savings are frequently suggested by 
these critics as an alternative, but, as already shown, little 
dependence can be placed on this form of provision. 

A similar type of critic maintains that the system tends to 
encourage fraudulence, that benefits might be paid to those 
who are not bona fide unemployed. But the criticism 
either ignores or under-rates the efficacy of the unemploy- 
ment test, which is always a condition of granting benefits. 
If an applicant is offered suitable work at the standard rate 
of pay, and he refuses it, his benefit is liable to lapse. 

The other class of critic deems unemployment insurance 
undesirable on the ground that it does not go far enough, 
that it is merely a palliative, whereas more fundamental 
measures ought to be applied. It is submitted that an in- 
surance scheme not only fails to cure unemployment 
(“insurance does not prevent ’”’*), but that, by affording 
superficial relief, it hinders the application of a real remedy. 
The cure proposed varies from mild reformative measures 
to thorough-going Socialist schemes. 

Both sets of critics are usually agreed upon the alleged 
costliness of the insurance plan, though again their view- 
points are entirely different. The one class objects 
simply to the spending of public money. The other class 
contends that the State ought not to be afraid of spending 
more—but it should not be in the manner of insurance 
subsidies. The Socialist submits that the maintenance of 
the unemployed should be a national obligation, and that 
the necessary money should be supplied out of State 
revenue, provided that the scheme be coupled with “ at 
least an elaborate social machinery for actually preventing 
the occurrence of the contingencies insured against, and for 

* Webb : Prevention of Destitution, p. 160. 
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bringing them, in each case, as quickly as possible to an 
end.’’** Unemployment insurance is said to be undesirable 
not only because it is an unsound principle to work upon, 
but because the cost of conducting such a scheme is 
excessive. 

One further criticism may be noted. It has been alleged 
that a system of insurance against unemployment tends to 
reduce whatever sense of responsibility the employers pre- 
viously felt towards their workers. Instead of being averse 
from dismissing their men on the approach of difficult 
times, the employers, it is suggested, will be impelled to 
dismiss them at the first sign of depression. While this 
tendency may exist, its importance should not be over- 
estimated. A manufacturer does not, as a rule, employ 
men if it is not worth his while; and he will not dismiss 
men while they are in the least degree profitable to him. 

Until recently, the practicability of Unemployment In- 

surance was doubted by many eminent 
The =———_—_—s authorities. Unemployment was not regar- 
Silent et Be ded as an “ insurable risk.’ f og 
Insurance. Mr. J. L. Cohen gives four requisites that 

a contingency must satisfy before insurance 
principles can be applied to it : 

““(a) There must be a risk whose nature must be clearly 

specified. 


* Ibid., p. 183. 

t In this connection it is interesting to note the experience of the 
Act of 1911, one of the clauses of which permitted a rebate to em- 
ployers who kept their men in regular employment. Very little 
advantage was taken of this concession, and the provision was with- 
drawn. Now that the sums are much larger, proposals are being 
made that the clause be put into operation again ; but it is doubtful 
whether the effect on the employers would be materially different 
from what it was before. 

+ Cf., for example, Chapman, Work and Wages, Vol. II., pp. 325 et seq. 
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(6) To this risk large numbers must be exposed. 

(c) It must be a risk which appeals to those on whom 
it is likely to fall, as a menace against which they 
would, if they could, provide. 

(d) The risk must be capable of being calculated with 
some degree of certainty.’’* 

Experience of the operation of the Unemployment In- 
surance Scheme has swept away several of the doubts 
expressed as to the practicability, the conditions just 
enumerated having been sufficiently fulfilled to satisfy 
many former critics. Further, once the scheme was in 
work, statistics, otherwise unobtainable, were secured, thus 
permitting finer adjustments and more certain calculations. 

The admission that unemployment is a contingency 

Milk %: against which it is desirable and practicable 
ae to insure does not necessarily imply that the 
Administrating State should make itself responsible for the 
seuployment carrying out of the scheme. It is conceivable 

that private enterprise might supply this 
service in the same way as it insures against fire and death. 
But conjecture on this point is obviated by the fact that 
private enterprise, as furnished by the great insurance 
companies, has failed to provide what is increasingly recog- 
nised to be an essential service. Public intervention is 
justified when private enterprise fails to supply a com- 
modity or service which is socially imperative. 

Two additional reasons for a State insurance scheme may 
be noted. Firstly, the more numerous the insured and the 
wider the scope, the more satisfactory it is from an insurance 
point of view. Actuarial calculations can be made with 
more precision. In the same way as the risk of fire or death 
can be better apportioned, the more policy holders there are, 
so a better Unemployment Insurance service can be supplied 

* Insurance Against Unemployment, p. 63. 
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when the wage-earners come into a single State scheme rather 
than be distributed among several insurance companies. 

Secondly, and this is perhaps more important, State 
intervention is necessary in order to secure a proper ap- 
portionment of the responsibility. Insurance with private _ 
companies without a State subvention is open to the same 
objection as entire dependence on savings, v7z., that it 
throws the whole burden on the workers themselves. Thus, 
one has to consider the question, not only of the State 
administering, but, to some extent, of the State financing, 
the insurance scheme. Partly because the cost should be 
equitably allocated among the different classes of the com- 
munity, partly because unemployment in one industry may 
be caused by conditions in another, outside the control of 
the trades adversely affected, it is now recognised by most 
people that the State should contribute something towards 
the cost of unemployment insurance. 

Many writers urge that insurance against unemployment 

should be on a non-contributory basis, at 
Should the = Jeast as far as the workers are concerned. 
Workers , 
Contribute?  Llhey submit that the cost of unemployment 

should be recognised as a national charge; 
that a worker should not be expected to contribute towards 
his maintenance in time of unemployment, as the responsi- 
bility for this emergency does not rest on himself. 

Here the advocates of maintenance separate into two 
groups. One class proposes that the maintenance should 
be an industrial charge, and that the money for maintaining 
the unemployed should be set aside out of the gross profits 
of an industry before the final dividends are allocated. Main- 
tenance of the unemployed in a particular industry, it is 
contended, should be viewed as a cost of production, 
analogous in some ways to the expense incurred, in times 
of depression, in preventing ‘‘ unemployed ”’ machinery and 
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plant from deteriorating. This proposal is bound up with 
the question of insurance by industry which is examined 
more fully later. The other group suggest that responsi- 
bility for unemployment does not rest on an industrial, 
but on a national basis, and that the charge should, therefore, 
be a social one, the State making itself directly responsible 
for the unemployed and under-employed. 

It has been put forward in opposition to these views that 
maintenance, whether industrial or national in character, 
is inconsistent with the idea of insurance. Some upholders 
of the non-contributory method frankly admit this. But 
the absence of contributions from the workers may be quite 
consistent with a scheme of insurance. If there is to be 
industrial responsibility, the annual premium to be put 
aside out of gross profits may be scientifically calculated so 
that the risks of unemployment in the particular industry 
are well covered. Or, if this throws too heavy a burden on 
the less fortunate industries (and the unfair incidence as 
between industry and industry is a vital drawback), the 
State could place aside a sum, calculated in a similar man- 
ner, which, accumulating in times of prosperity, would be 
adequate for maintaining the unemployed in times of de- 
pression. Not only would social responsibility for unem- 
ployment thus be recognised and acted upon, but enormous 
economies in administration, through the cutting down of 
clerical and printing costs, would be effected. 

It must not be supposed, however, that all the workers 
are in favour of non-contributory insurance. Some argue 
that benefits without contributions savour of charity, but 
that one’s independence is not undermined when the 
workers, in the aggregate, pay for the benefits received in 
unemployment. There is a certain justification for this 
contention. But it should be remembered that, in the 
present scheme, the workers contribute only a part of the 
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totalfunds. The rest is not regarded as charity, and rightly 
so. There appears no reason, therefore, why this argument 
should be brought against a scheme in which the insurance is 
altogether free. Another objection put forward by some 
workers is that, whereas they are represented on the 
insurance committees while the system is contributory, 
they might lose this advantage if the workers’ contribu- 
tions were abandoned. But the difficulty of fair repre- 
sentation, even on a non-contributory basis, should not 
be insuperable. 
The first legislation in this country to provide State 
1 insurance against unemployment is found in 
Br ek Part II of the National Insurance Act, rgrr. 
Insurance in The scheme, which was professedly experi- 
Panny mental, applied to seven groups of trades* 
which were especially subject to fluctuation 
in employment, altogether covering about two million 
workpeople. Provision was made for subsequent ex- 
tension of the scheme by special order of the Board 
of Trade. The contributions were to be 23d. from the 
employer, 23d. from the worker (1d. if under 18), and 4 of 
the total contributed by employers and employed from the 
State. (It was estimated that the contributions from the 
workers’ side represented slightly under I per cent. of the 
earnings, and from the employers side slightly over I per 
cent. of the wages bill.) The benefit was to be 7s. per week 
for a maximum of 15 weeks in 12 months, workers under 18 
receiving half benefit. No provision was made for indus- 
tries to ‘‘ contract out ” and set up a scheme for themselves, 
Workers in the insured trades, however, could make 


* Viz. building, construction of works (railroads, harbours, etc.), 
shipbuilding, mechanical engineering, iron-founding, construction of 
vehicles, and saw-milling. 
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arrangements with the Board of Trade, whereby the bene- 
fits could be paid through the trade unions. 

Numerous amendments have been made since 1g1I. In 
1916, for instance, the scheme was extended to many other 
trades,* not specifically subject to exceptional fluctuation, 
the workers covered then numbering about four million. 
In 1919 the benefit was raised to I1s., and later to 12s. In 
1920, the previous experiments having been found success- 
ful, unemployment insurance was extended to all wage- 
earners, except workers in agriculture and domestic service, 
most railway employees and persons in State and municipal 
employment, as well as non-manual workers receiving more 
than {250 a year. The rates of contributions were raised, 
and the benefits were increased to 15s. a week for men and 
12s. for women, persons under 18 receiving half these 
amounts. Nearly twelve million employees were brought 
within the scope of the Act. 

The Act of 1920 gave permission to industries to contract 
out by establishing “ special schemes”’ of their own, on 
condition that the schemes were not less favourable than 
that provided by the State. In such circumstances, the 
State might give financial assistance in respect of the cost 
of administration, the grant not to exceed Is. per head per 
week of unemployment. A year later, however, the per- 
mission to contract out of the scheme was suspended for as 
long as the Unemployment Fund continued to be in debt to 
the Treasury. f 

Since 1920, several adjustments have been made in the 
contributions and benefits. In November, 1921, additional 
contributions entitled persons to an allowance in respect of 


* Viz. munitions, chemicals, metals, rubber goods, bricks, cement, 
etc. 

¢ The insurance industry itself was the only one to take advantage 
of this power, and provides the only scheme of this kind in existence. 
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dependants. Bythe Act of April, 1922, the dependants’ allow- 
ances were incorporated in the general unemployment benefit. 

The Act of April, 1922, also made provision for the special 
payment of ‘“uncovenanted benefit,” 7.e. benefit to 
which the worker under the general scheme is not legally 
entitled. The ‘‘ gap” system was introduced, whereby 
workers who received uncovenanted benefit for five weeks 
during a defined period should be ineligible for benefit for 
the next five weeks. 

The “ gap” system was found to operate so harshly that 
in July, 1922, the “‘ gap’ was reduced to one week, and in 
1924 it was altogether abolished. ‘‘ The history of the 
Unemployment Insurance Scheme from Ig2I onwards is 
largely that of the passing of one Act after another, granting 
further extensions of uncovenanted benefit on account of 
the very large numbers who remained unemployed. At the 
same time the ‘ covenanted ’ rights of insured persons who 
had contributions to their credit were strictly preserved, 
and were in some respects considerably enlarged.’’* 

In 1925 certain reductions were made in the employers’ 
and workers’ contributions, to compensate partly for the 
extra payments in respect of Contributory Pensions. The 
regulations with regard to uncovenanted benefit were at 
the same time, however, made more stringent. 

The Unemployment Insurance Scheme has, from its in- 

ba ception, been subject to a large amount of 
ete criticism. The objections raised against the 
Unemployment general principle have already been dis- 
raane cussed. Those directed against the actual 

scheme in operation may be shortly noted. 

The criticism most frequently encountered is that of the 


* Ministry of Labour: Report on National Unemployment In- 
surance to July, 1923. See Appendix E for extracts. 
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alleged costliness of the scheme. It is pointed out, for 
example, that the annual expenses of administration 
amounted to nearly £4,000,000 during the period of post- 
war depression. This criticism, however, ignores the fact 
that the employment exchanges, besides conducting the 
insurance scheme, fulfil many other functions, especially 
the filling of vacancies, and that the cost of these services 
should, strictly, be deducted from the above sum. 

But even if one takes the figures as a whole, the percen- 
tage of costs to the amounts paid out is very low—under 
g per cent. The small ratio is significant in view of 
the percentage of management costs of other kinds of in- 
surance. Industrial Life Insurance absorbs over 40 per 
cent., and Fire Insurance about 50 per cent. National 
Health Insurance, on the other hand, takes less than 15 per 
cent., while Old Age Pensions take about 3 per cent.* The 
relatively high percentages in the cost of conducting in- 
surance under private enterprise is not due to internal 
mismanagement but to the wasteful system as a whole. 
Overlapping and duplication are very prevalent in the 
insurance industry. 

A second criticism is directed against the alleged in- 
solvency of the Unemployment Insurance Funds ; nearly 
£15,000,000, for example, was borrowed from the Treasury 
during 1923. It was unfortunate for the scheme that it 
commenced just before a period of exceptionally severe 

* These ratios are not altogether comparable. The absence of 
contributions in the Old Age Pensions Scheme for persons of 
seventy years of age and over accounts largely for the small 
expense percentage. Again, much expenditure in clerical work in 
connection with Unemployment and Health Insurance is borne 
by the employers, and is not included in the above ratios. But 
even when the necessary allowances are made, the disparity between 


the expense ratios of State and of private insurance schemes is very 
instructive. 
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depression, and that no opportunity, therefore, was provided 
to build up the necessary reserves. The granting of un- 
covenanted benefits also helped to make _ borrowing 
inevitable. But a debt does not necessarily imply bank- 
ruptcy ; in this instance it resembled rather an overdraft, 
against which there was ample security. The improve- 
ment, on the whole, in industrial conditions in the last couple 
of years has already been reflected in the cessation of bor- 
rowings from the Treasury, and in the gradual repayment 
of the loan. Much of the money paid out in uncovenanted 
benefit will be returned in contributions from the recipients 
when they secure employment. A few years of average 
trade should witness the accumulation of adequate reserves, 
and a substantial reduction in the rates of contribution. 
More serious is the criticism that there is overlapping 
with the scheme of National Health Insurance, and that 
this duplication causes a considerable amount of waste. 
About three-quarters of the people insured against ill 
health are also insured against unemployment. The 
“stamp and card’ method is adopted in each case, and 
the clerical work is thus unnecessarily duplicated.* Sir 
W. Beveridge considers the charge undesirable, partly on 
the ground that the stamped card is required both by the 
approved societies administering the health insurance and 
the public body dealing with unemployment benefits.t 
But it should be possible to devise a means of supplying 
the necessary records to the several authorities without 
this wasteful overlapping. While one recognises that a 


* The Geddes Committee proposed a single stamp and card for 
the two schemes, claiming that a million pounds a year would 
thus be saved. An Inter-departmental Committee was appointed 
to inquire into the possibility, but no satisfactory arrangement has 
yet been decided upon. 

+ Insurance for All and Everything, 1924. For the opposite view 
see Alban Gordon, Social Insurance, 1924, pp. 33-4. 
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system which has grown after the manner of the British 
insurance schemes must necessarily in the early stages 
cause a certain amount of duplication, the time seems ripe, 
now that the schemes are in operation, for measures to be 
adopted which will co-ordinate and unify the whole system. 


During the last few years, schemes for unemployment 

insurance by industry have been put forward 

ee from several quarters, and although, in view 

Industry. of the criticisms to which these schemes have 

been subjected, the movement now appears 

to be on the wane, the subject is still sufficiently important, 

both in itself and in its relation to the broader problem of 
social insurance, to merit particular attention. 

This form of insurance being propounded from so many 
directions, and having its adherents among both employers 
and employed, it is inevitable that the proposed schemes 
should differ not only in details of administration but even 
in principle. Mr. J. L. Cohen mentions nearly a dozen 
forms of insurance by industry*, many varying greatly in 
character in spite of their general designation. It is only 
necessary here to indicate the principal types of these 
schemes. 

The oldest form of insurance against unemployment, with 
the industry as the unit, is that provided by the trade 
union. Although much valuable service of this kind 
has been, and still is being, supplied by workers’ organisa- 
tions, the extent is naturally limited. The schemes are 
voluntary in character and, as a rule, only the better-paid 
workers are provided for in this way; where benefits 
are arranged for the poorer-paid workers they are very 
inadequate, while for the unorganised semi-skilled and 
casual labourers there are, of course, no such benefits at all. 

* Social Insurance Unified, 1924, Essay III. 
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Linked up with this method is another form of voluntary 
unemployment insurance by industry, known as the Ghent 
system, under which the municipality makes a grant to 
trade unions providing unemployment benefits.* But, as 
this method fails to bring in the poorly-paid and unorganised 
workers, the scheme has not been generally satisfactory. 

A third method on a voluntary basis is that of establish- 
ment funds set up in some firms, which put aside a certain 
proportion of their total profits for this purpose. Estab- 
lishment funds of this character are objected to by many 
labour leaders who maintain that, as under profit-sharing 
and co-partnership schemes, the workers are seduced from 
allegiance to their trade union, and that the advantage to 
them, if any, must be transitory ; and ultimately it must 
be more than counter-balanced by a loss of independence 
and perhaps by a reduction in real wages. But even if one 
attributed the best motives to the employers, and took all 
precautions against the possible loss of the workers’ inde- 
pendence, exclusive reliance upon such schemes would still 
be open to criticism. As these firms are very few, and since 
in any case only large concerns could conduct such schemes, 
the number of workers affected must necessarily be but a 
small proportion of the total. 

While insurance against unemployment remains on a 
voluntary basis, it cannot be applied satisfactorily to all 
classes of workers. A scheme must be compulsory if the 
benefits and costs are to be equitably distributed. The 
voluntary arrangements just mentioned are naturally limi- 
ted, and the other proposed schemes of insurance by 
industry cover a wider field, substituting compulsory for 
voluntary payments. Some propose that the employers 
should be compelled to insure their workmen against un- 


* See Clarke, Social Administration, pp. 214-7 for an outline of the 
several European methods. 
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employment. A difficulty in this method, however, is that of 
allocating all the workers to particular employers ; even if 
this were possible, there would be no guarantee that all the 
employers, especially the small masters, would carry out 
their obligations. The administration also would be waste- 
ful and costly. 

Another suggestion is that the present scheme be con- 
tinued, with the modification that industries may establish 
special schemes, provided that they contribute a certain 
sum to the State scheme. A minimum benefit is to be 
guaranteed, and the workers in an industry are enabled to 
secure additional benefits, if they wish, by the payment of 
additional contributions.* 

It is evident from the most cursory examination of these 
schemes that a distinction must be drawn between 
administering and financing a system of insurance by 
industry. The first is much easier than the second. It 
is upon the financial rock that more than one separate 
scheme has foundered. An industry which makes low 
profits and gives low wages may, in a sense, be as necessary 
to the community as one which earns high dividends and 
pays good wages. Throwing financial responsibility on 
each industry would make it impossible for many of the 
less prosperous industries to carry out an adequate scheme. 

Unemployment insurance by industry is supported by 

certain groups of people who on almost every 
Advantages other topic are in opposing camps. Thus the 
fuiitaiice by adherents include some Guild Socialists on 
Industry. the one hand, and large capitalist employers 

on the other. The reason for this mixed 
allegiance is not far to seek, especially as there is no unan- 
imity as to what “insurance by industry’ really means. 


* On these schemes, see Memorandum of the Ministry of Labour on 
Insurance by Industries, September, 1922. 
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The Socialists’ and the capitalists’ conception are poles 
asunder. Many employers support it because they prefer 
to restrict State intervention to the minimum, or because 
the average rate of unemployment in their particular trade 
is low (e.g. in the textile trades). Some Guild Socialists 
favour it because a step would be taken in the direction of 
their ideal, and valuable experience would be gained in 
industrial self-government.* Guild Socialist support, how- 
ever, is not now so strong as it was. 

A third argument put forward in favour of insurance by 
industry is that it would be possible to adjust the contribu- 
tions in such a way that the unemployment benefits would 
correspond more to the respective standards of living of 
different classes of workers than is the case under the 
present system of equal contributions and flat rates of 
benefit. This is a valid claim, and points to a deficiency 
in the present arrangement. But it should not be assumed 
that such adjustment is altogether impracticable in a 
national scheme ; it ought not to be impossible for rates to 
be differentiated though the scheme remain national in 
character. 

Fourthly, the advocates of insurance by industry main- 
tain that the responsibility for its own unemployment 
would induce an industry to improve its organisation, and 
not discharge any more workers than may be absolutely 
necessary. Thus, where there is a seasonal demand, a firm 
might endeavour to dove-tail cognate activities, and so mini- 
mise dismissals. For example, Luton manufacturers produce 
straw hats in one half of the year and felt hats in another ; 
pickle manufacturers are known to produce confections 
and sweets in their slack periods. But the extent to which 
unemployment can be reduced by improving internal 
organisation should not be over-rated. As was shown in 

* See above, p. 162. 
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Chapter X., unemployment is usually caused by factors 
beyond the control of particular industries and firms. 
Again, where the employer has a large amount of expen- 
sive fixed plant, this alone is an inducement to keep unem- 
ployment at the minimum, quite apart from other 
incentives. In any event, the contributions of the em- 
ployers to the insurance fund are such a small proportion 
of the aggregate costs of running the business that a slight 
increase or decrease is not likely to affect the policy of the 
firms to any marked degree. Increases in wages under the 
Trade Boards stimulated improvements in organisation 
because the gross expenses were considerably increased. 
But the stimulus afforded by the contingent additions to 
insurance contributions would be relatively insignificant, 
especially where the contributions were incorporated in the 
price of the product and so passed on to the consumer. 

Finally, it is urged that if the unorganised and poorly 
paid workers are unable to insure themselves by industry, 
the State will be compelled to take responsibility for them 
in a national scheme, and so remove the burden from the 
better-paid workers of the community as a whole. But 
here again there would be lack of unity, and if the object 
is to secure a fair incidence of the burden, it is doubtful 
whether this is the best course to follow. 

Some of the objections to unemployment insurance by 

industry have been noted in criticising the 
Speen to advantages claimed on its behalf. Other, 
nsurance by 3 une 
Industry. and more fundamental, objections may be 
raised. Firstly, there is the difficulty of de- 

fining an industry. The cotton industry is as well-defined 
and concentrated as any, yet even this cannot be correctly 
described as an industrial unit, for it is closely linked up 
with the wool industry, engineering, the chemical trades, 
mining, and innumerable other occupations. Conditions in 
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all these trades must affect employment in the cotton 
industry. Yet while such a scheme, despite the difficulties, 
might be practicable in the textile and similarly placed 
industries,* it would be almost impossible in those in- 
dustries (e.g. engineering) that traverse “‘ horizontally,” as it 
were, the entire economic system. The trade union cannot 
be regarded as co-extensive with an industrial unit ; and 
even if it could, the unorganised workers would be left 
unprovided for. The present demarcation disputes among 
trade unions would be small compared with similar disputes 
as to responsibility for the unemployed. Complications 
through differential rates and benefits would also arise. 

Secondly, there would have to be machinery for the 
transfer of a person’s claims from one industry to another, 
as, for example, when a typist or a carpenter leaves the 
shipbuilding for the furniture industry. Such machinery, 
entailing much clerical work, would be very costly. There 
is already a large amount of clerical work that might be 
eliminated if the present national system were better co- 
ordinated ; thus, there might be established a single 
authority for keeping records of cases, instead of their 
being kept severally by the Ministry of Labour, the 
Treasury and the provident societies. But the clerical and 
administrative work in a scheme of insurance by industry 
would necessarily involve still greater waste. 

Thirdly, there is the objection, previously noted, that the 


* During the war an attempt was made to introduce a scheme of 
unemployment insurance in the cotton industry. The funds were 
provided by the employers and administered by the trade unions. 
Combined with this scheme was the “‘ rota’ system which in time 
of depression alternated four weeks of employment with one of 
unemployment. This scheme appeared to work satisfactorily for 
a time, but its life was cut short, partly, it is said, because it 
hindered the flow of workers into the munitions trades. 
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larger the unit the sounder and more dependable are the 
calculations of risks. In the same way as the great in- 
surance companies, by spreading the risks over a larger 
number of cases than the smaller companies, can be more 
certain of their estimates and obtain greater economies, 
and, further, in the same way as a single all-inclusive 
insurance company (whether run as a trust or by the State 
does not matter for the moment) can secure still greater 
certainty and economies than individual firms, so an un- 
employment insurance scheme on a national basis is likely 
to be more reliable and economical than a number of 
individual schemes conducted by separate industries. 

Fourthly, a system of insurance by industry would be 
uneconomical in the matter of finding employment for the 
applicants for relief. A necessary provision in all unem- 
ployment insurance schemes is the securing of information 
as to vacancies, and the condition that an applicant who 
refuses suitable employment, at the recognised rate of pay, 
is liable to lose the right of benefit. Each industry would 
require its own organisation of employment exchanges. In 
addition, there would have to be some form of central 
exchanges, whereby workers might be transferred from one 
industrial group to another, and also, some State organisa- 
tion for dealing with casual workers and others who did 
not come within any of the industrial groupings. 

Fifthly, the mobility of labour would be impeded. 
Transfer of services from one group to another would be 
difficult and cumbersome, especially where the contribu- 
tions and benefits were on different scales. Anything 
which tends to make labour more immobile than it is 
should be regarded as a retrogressive measure. 

Sixthly, and most important of all, there is the objection 
that a scheme of insurance by industry would be unfair 
in its incidence. As a rule, unemployment hits the best- 
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paid workers less heavily than the worst-paid workers. 
Under a scheme of insurance by industry, the workers who 
are financially the best off might escape with relatively low 
contributions, while the badly-paid workers might be called 
upon to pay the most—an impossible task, apart from the 
injustice. To this the trade union advocates of insurance 
by industry would probably reply that the State should 
provide a bigger subsidy for the poorly-paid workers, thus 
making the burden fall on the whole community and not 
on the better-paid workers alone. 

The essential question, however, is much deeper. Is a 
more fortunate industry (comprising employers as well as 
employed) justified in paying comparatively little, while 
another industry, more liable to unemployment, yet equally 
important from the national standpoint, has to contribute 
an excessive amount? Justification, if any, must depend 
on the cause of the unemployment. If the cause cannot be 
directly attributed to the particular industry, the responsi- 
bility for the burden should not rest entirely on the members 
of that industry. Indeed, it is possible that changing con- 
ditions in a prosperous industry may be directly or in- 
directly the cause of unemployment in other occupations. 
It would obviously be unfair to relieve the first industry of 
its responsibility towards the others. 

But most unemployment is ascribable neither to one 
particular cause nor to conditions in particular industries. 
The roots lie too deep for specific responsibility to be placed 
on the different industrial groups. The whole community 
must bear the burden.* Strictly, even the national unit is 

* In the House of Commons, on July 18th, 1924, Mr. T. Shaw, 
Minister of Labour, though formerly sympathetic to insurance by 
industry, strongly criticised the proposal. 

‘There could be no question that it was to the advantage of the 


State to have the scheme as large as possible, and containing as 
many good lives as possible, so that its contribution should be as low 


OBJECTIONS TO INSURANCE BY INDUSTRY. 333 


not large enough, for unemployment is as much attribu- 
table to circumstances abroad as to conditions at home. 
With the development of international labour legislation 
there may ultimately be an international scheme of unem- 
ployment insurance. Though this is not contemplated at 
the present time by any but the most sanguine believers in 
world co-operation, the possibility should not be overlooked. 
A national scheme would not be ideal, however efficient the 
internal administration, but it would be immeasurably 
superior to a system conducted on the narrower industrial 
basis. 

Finally, insurance by industry is to be criticised on the 
ground that it would hinder the growth of a comprehensive 
scheme of social insurance. The time cannot be long 
delayed when insurance against unemployment, accidents, 
illness, and several other contingencies will be brought into 
a unified scheme. Obviously such a plan would have to be 
on a national basis, at least, and this would mean the 


as possible. The confederation of employers was definitely in favour 
of a national scheme and opposed to contracting out, while the 
organised workers were divided, roughly, into two equal parts. In the 
cotton-weaving industry, in which the organised workers expressed 
a strong desire to have a system of insurance by industry, 4o per 
cent. of its people were unemployed. To give the present rate of 
benefits, and assuming the average to be 18s., that industry, in the 
long run, would be faced with a contribution of 12s. per head per 
week, Could they face a contingency like that? Of the great staple 
industries, he found that if the engineering, iron, and steel industries 
had their own organisation, at present they would have to pay 
roughly 3s. per week per person in order to get the benefits given 
under the Bill. The shipbuilding industry would have to pay 6s. 6d. 
per head per man employed, and the cotton textile industry 3s. 3d. 
per head. Obviously those industries which would have asked to 
be allowed to contract out would be those least subject to fluctua- 
tion, and the scheme would have been left with the weaker residue.” 
—Times Report. 
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termination of any separate schemes that were started. 
Better to move in the proper direction from the outset than 
to take a course which must, sooner or later, be abandoned.* 


So far, unemployment insurance only has been considered, 
but, as stated earlier in the chapter, the 
general principles underlying this form of 
social insurance are of wider application than 
to the contingency of unemployment alone. Hence, it will 


Health 
Insurance. 


* The trade union movement recently ballotted on the question 
of unemployment insurance by industry. The results were very in- 
structive. 43 unions voted for, 21 voted against, and 17 were non- 
committal. These figures, however, are misleading unless one notes 
also the voting according to membership : 1,252,600 members voted 
for, 2,670,900 voted against, and 978,900 were non-committal. Thus 
more than two to one of the members who voted were against the 
scheme. Some of the largest unions were against the proposal, e.g. 
the miners and the railwaymen. The chief unions voting in favour 
were the textile unions. The following table is taken from the 
Memorandum on Unemployment Insurance by Industry, published by 
the Trades Union Congress and the Labour Party. 


DECISION OF TRADE UNIONS ON INSURANCE By INDUSTRY. 








Unions approving Unions opposed 

No. Trades. Membership. No. Trades. Membership. 

14 Textile 414,900 2 Textile 16,500 
2 Clothing 96,700 5 Building 224,400 
5 Printing 171,500 5 Metal 85,400 
4 Building 22,600 g Other 2,344,000 
4 Metal 166,300 

14 Other 380,600 

43 1,252,600 21 2,670,900 





Unions withholding opinion: No.: 17, Membership : 978,900. 
It may be added that the Trades Union Congress voted against 
the scheme. 
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not be necessary to examine the other schemes of social 
insurance at the same length. 

National Health Insurance was introduced into this 
country in 1911 ; all workers with incomes of less than £160 
(raised later to £250) per year and all manual workers, 
whatever their incomes, were brought within a State scheme 
of compulsory insurance against sickness and disablement. 
Like unemployment insurance, the scheme is on a contribu- 
tory basis. Under the present scale men pay 5d. per week, 
women 4d., the employer 5d. (apart from the recently 
added contributions in respect of pension benefits) and the 
State two-ninths of the total sum required.* The benefits 
are of two kinds, cash and treatment. Belonging to the 
first type are sickness benefit (15s. for men and 12s. for 
women for a maximum period of twenty-six weeks), dis- 
ablement benefit (7s. 6d. for the period of disablement), 
and maternity benefit (£2, or, where the wife of an insured 
person is an insured worker herself, £4).¢ Doctor’s atten- 
dance and the provision of medicine comprise the treat- 
ment benefit ; sanatorium treatment was included at first, 
but this function was later transferred to the local 
authorities. 

The National Health Insurance Scheme was an experiment 
in self-government. The principle was laid down that the 
insured workers should themselves administer the benefits 
through their own elected autonomous bodies. The 
“approved societies’ might be friendly societies, trade 


*In view of the fact that contributions and sickness and disable- 
ment benefit will cease to be payable in respect of an insured 
person at the age of 65 instead of 70, as from January 1928, the 
rates of contribution will be reduced from rod. to 9d. for men, and 
from 9d. to 83d. for women, as from January, 1926. 

t As the maternity benefit barely covers the medical and nursing 
expenses, it might equally be regarded as a treatment benefit. 
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unions, or private insurance companies. At the present 
time there are over a thousand of these societies, while 
their branches number over seven thousand. 

From its inception the National Health Insurance 
Scheme has been criticised from several quarters. Firstly, 
the cash benefit is held to be inadequate, especially where 
the insured person has dependants. Secondly, it is advo- 
cated by many that medical benefit should be provided 
for the wife and children. Thirdly, the nature of the 
medical treatment is criticised ; surgical benefit is not pro- 
vided, while hospital and maternity treatment is very 
deficient. Fourthly, the panel system as a whole has been 
viewed with disfavour ; doctors are frequently alleged to 
give insufficient attention to their panel patients, especially 
where they engage in private practice as well.* Fifthly, 
the scheme is open to objection in that it pays insufficient 
attention to the prevention of disease as distinct from 
dealing with complaints once they have made themselves 
manifest. 

Not only the extent and character of the benefits but 
also the administration of the National Health Scheme is 
open to weighty criticism. The “card and stamp” 
method is regarded as cumbersome and costly, but the main 
attack is reserved for the approved society. There is a 
serious lack of co-ordination among the different societies, 
resulting in much overlapping of activities and areas, 
together with a marked inequality of benefits for equal 
contributions. Many of the societies are inefficiently con- 


*According to recent changes, an insured person may change his 
doctor at any time. Further, the maximum number of patients 
for whom a practitioner may accept responsibility is 2,500. Pay- 
ment of doctors or chemists is withheld by the Ministry of Health 
where it is found that they have given an unsatisfactory service. 
See the Ministry of Health’s annual reports. 
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ducted, while the democratic principle of self-government 
is often belied. The approved societies are frequently 
over-burdened with other duties, and the administration 
of health insurance benefits necessarily suffers. 

These and many other criticisms, which need not be dis- 
cussed here, have been levelled against the National Health 
Insurance Scheme, and improvement is urgently called for. 
Some people would be content if the machinery and benefits 
were merely adjusted, while leaving the essential arrange- 
ment untouched. Others aim at a more radical alteration, 
and would incorporate Health Insurance in a general scheme 
of National Social Insurance. Others again would go still 
further, and provide a system of State Medical Service on 
a non-contributory basis* ; medical treatment would for 
practical purposes come within the same category as ele- 
mentary education, freely and unconditionally provided.+ 


The first Workmen’s Compensation Act was passed in 

1g06, and provided that employers should 
n, Pay compensation to their workpeople, with- 

out distinction of age or sex, who, as a result 
of accident or specified industrial disease, arising out of and 
in the course of their employment, are prevented from 
earning their ordinary wages. If the worker is temporarily 
or permanently incapacitated, he receives a weekly pay- 
ment during the period of disablement ; should the accident 
or disease result in death, the compensation is a lump sum 
payable to the dependants. 

The Amending Act of 1923 modified the law in several 
important respects. In fatal cases the Act of 1906 had 
provided for compensation, calculated entirely on the 


Workmen’s 
Compensatio 


* See, for example, Alban Gordon, Social Insurance, 1924, Chi ak 
+ For some criticisms of the National Health Insurance Scheme, 
see A. Gray, Some Aspects of National Health Insurance, 1923. 
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earnings of the deceased person, with no reference to the 
number or position of the dependants. The amending Act 
allows for an additional payment in respect of dependent 
children under 15, the total maximum compensation being 
raised from £300 to £600, and the minimum from £150 to 
£200. In cases of disablement, the Act of 1906 had stated 
that the weekly compensation should not exceed 50 per 
cent. of the wage, with a maximum of {1. The new Act 
raised this maximum to 30s., and provided for a compensa- 
tion up to 75 per cent. in the case of the lower-paid workers. 
The Act of 1923 also extended the scope of workmen’s 
compensation. Non-manual workers with remuneration of 
more than {250 a year had hitherto been excluded, but the 
limit was now raised to £350. The range of occupations 
was also widened ; e.g. fishermen, not sharing in the profits 
of the vessel, were brought within the scheme. About 
15,000,000 workpeople are now covered by the Act.* 
Whereas insurance against unemployment and ill-health 
is compulsory, that against industrial accident still remains 
on a voluntary basis. Where the employer does protect 
himself by insuring with a company or a mutual in- 
demnity association, neither the State nor the workman 
pays a contribution towards the fund. The Act has been 
criticised for not compelling all employers to insure, for, in 
cases where the employer is in a small way of business, the 
injured workman or his dependants may get little or no com- 
pensation. It is estimated that 250,000 employers are 
“ self-insurers,” 7.e. they have not protected themselves 
with an insurance company or a mutual indemnity 
association. 
A second criticism to which much attention has been 
* For a simple statement of the main provisions of these Acts, see 
the Home Office Memorandum on the Workmen’s Compensation Acts, 
1906 and 1923 (1924). 
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drawn is the heavy cost of administering this form of in- 
surance. The Holman Gregory Committee* pointed out 
that, of every £100 paid in premiums, no less than £52 went 
in expenses of management and profit. The Committee 
termed this method “ wasteful and unsatisfactory” and 
recommended that the State should exercise a control over 
the premiums. The Act of 1923 did not give effect to this 
proposal, but the companies gave an undertaking that the 
expense ratio should not exceed 40 per cent. of the premium 
income (374 per cent. after 1926). This promise has been 
observed, and conditions have slightly improved during the 
last couple of years, but, compared with the 9g per cent. for 
Unemployemt Insurance and 14.5 per cent. for Health 
Insurance, the expense ratio for Workmen’s Compensation, 
even after allowing for the different administrative con- 
ditions,f is unduly high. 

Other criticisms may be shortly noted. Disputes in the 
interpretation of the Acts are constantly arising, and a vast 
complexity of ‘‘ case law”’ has resulted. Litigation is all 
too common, and the workman is often compelled to wait 
for weeks or months before the compensation, if any, is 
received. The terms of the Health Insurance Act prohibit 
the payment of sickness benefit to persons who receive 
compensation for accidents and industrial diseases. 
“ Border-line’’ cases, in which it is difficult to decide 
whether a man is eligible for compensation, are continually 
arising. The employer may decline liability, and so may 
the approved society ; and pending a settlement the work- 
man suffers. Often he surrenders his claim in the face of 
the legal difficulties. Other anomalies, equally bad, could 
be enumerated. Critics also maintain that the number of 

* Report of Departmental Committee on Workmen’s Compensation, 


1919 (Cmd. 816). 
t Cf. above, p. 323 note. 
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industrial diseases (32*) is too restricted, and point out, 
further, that workmen who suffer from complaints that 
arise from the employment, but may also occur apart from 
it, receive no compensation. 

Finally, the scheme has been censured as being too 
limited in scope in that it does not apply to non-industrial 
accidents. As little more than 2 per cent. of all accidents 
are “ ordinary ’’ as distinct from “ industrial,” t there should 
be no real difficulty in making the necessary alteration. 
But as individual employers would object to paying com- 
pensation for those accidents not directly related to the 
occupation of the workman, the basis of the scheme would 
have to be widened. To cope with anomalies and difficulties 
such a these, many authorities propose the absorption of 
Workmen’s Compensation in a comprehensive scheme of 
National Social Insurance. 


By the Old Age Pensions Act of 1908, all persons of 
seventy years of age, who have been British 
subjects for at least ten years, or if natural 
British subjects have resided in the United 
Kingdom for not less than twelve years since attaining the 
age of fifty, are eligible for a pension, provided that their 
income does not exceed a specified amount. During the 
war the maximum pension was increased from 5s. to Ios., 
and the means limit raised to £49 17s. 6d. The pension 
varies with the recipient’s income, and may be as low as 
Is. 

In 1925 Old Age Contributory Pensions of Ios. per week 
were provided for insured men and insured women between 
65 and 70, and for the wives between those ages of insured 
men who were themselves entitled to pensions. These 


Old Age 
Pensions. 


* See Memorandum, Appendix II. for list of industrial diseases. 
+ Alban Gordon, op. cit., p. 45. 
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benefits come under the same scheme as Widows’ and 
Orphans’ Pensions, of which something is said below. 

The funds for the non-contributory pensions for people 
over seventy years of age come of course from taxation. 
It would not be correct, however, to exclude these pensions 
from a discussion of Social Insurance, for the money set 
aside out of taxation revenue is but another form of 
premium, payable ultimately by the individual, against the 
risk of poverty in old age. A strong resemblance exists 
between the benefits to the sick and disabled and the 
pensions to the aged, both classes of payment being in 
respect of physical incapacity to earn a living. 

The means limit has been subject to trenchant criticism, 
for it places a distinct penalty upon thrift. Unless his 
savings are likely to yield him a return considerably above 
the Old Age Pension, a man is not encouraged to put any- 
thing aside during his working life for support in his 
declining years. The Departmental Committee of Ig19* 
recommended that the means limit should be abolished 
altogether, and that all persons at the age of 70 should be 
eligible for Old Age Pensions. Progress was made in 1924, 
when the means limit was considerably reduced, and the 
time when it will be entirely abolished cannot be long delayed. 

The contributory Old Age Pensions for persons between 
65 and 70 stand on a different footing and are not subject 
to any means limit. Insured pensioners, on reaching the 
age of 70, become entitled to the ordinary non-contributory 
pension, freed from the restrictions and disqualifications at 
present applying to these pensions. 

While the recent improvements are a cause of satisfac- 
tion, many critics urge that non-contributory pensions 
should be granted, without any means limit, to all persons 


* Report of Departmental Committee on Old Age Pensions, 1919 
(Cmd. 410). 
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on reaching the age of 65. It is pointed out that the 
majority of people have by, or even before, the age of 65 
lost their earning capacity, and if, for one reason or 
another, they are not eligible for a pension under the con- 
tributory scheme, serious hardship may ensue. Also, the 
maximum of Ios. per week is considered to be entirely 
inadequate to maintain an aged person, however meagre 
his wants. Frequently recourse has to be made to the 
Poor Law or private charity, in which case the charge on 
the community is much more than the actual State sub- 
vention, not to mention the loss occasioned by the over- 
lapping of functions and the extra cost of administration. 

It was estimated in 1919* that if the age were reduced 
from 70 to 65, the number of pensioners would increase 
from 920,000 to 1,500,000 if the existing means limit were 
retained ; and from 1,577,000 to 2,692,000 if the means 
Jimit were abolished. Reckoning the pension at Ios. (the 
average is about gs.) the cost in the former case would in- 
crease from £23,500,000 to £37,900,000 ; in the latter from 
£41,000,000 to £70,000,000. 

While one cannot ignore the additional expense to be 
incurred by the taxpayer, one should not be too pessimistic 
as to the real burden. In the first place one may reasonably 
expect a diminution in the claims for Poor Law assistance 
and a corresponding reduction in the amount of the Poor 
Rate. The number of workhouse inmates between 65 and 
70 should also diminish, in which case there should be an 
appreciable net saving, for the average cost of maintaining 
the inmates is {I 15s. 6d. per week (1922).; Indeed a 


* Departmental Report, 1919 (Cmd. 410, p. 19). 

; For purposes of comparison with the Old Age Pensions, the 
actual cost of maintaining the aged inmates would be somewhat less 
than £1 15s. 6d., for this figure includes the cost of hospital and similar 
treatment, not confined to old persons alone. 


WIDOWS’ AND ORPHANS’ PENSIONS. 343 


strong case could be made out on financial grounds alone 
for increasing the pensions, taking old people out of work- 
houses, and thus reducing the Poor Law expenditure by 
a greater amount than the addition to the pensions bill. 
On humanitarian grounds the case is even stronger. 

Secondly, in so far as the pensions at 65 caused a with- 
drawal from the labour market, more openings should be 
provided for the younger men. The extent, however, to 
which the men eligible for a pension would throw up their 
employment would not be as great as is often supposed, 
unless the pension were raised appreciably above the 
present figure. Any increase in Old Age pensions ex- 
penditure, however, that meant ultimately more employ- 
ment for the younger workers, would be partly made up by 
the saving in Unemployment Insurance. 


Pensions for widowed mothers and for orphans were 
introduced in 1925. The new scheme, which, 
Widows’ and as stated above, also provided Old Age 
Orphans ; : 
Pensions. Pensions for insured persons at the age of 
65 instead of 70, rests on a contributory and 
compulsory basis, and is interlocked with the present scheme 
of Health Insurance. 

The ordinary rates of contribution, commencing on 
January 4th, 1926, are gd. for a man (of which 43d. is 
payable by the employer and 43d. by the employee) and 43d. 
for a woman (23d. by the employer, and 2d. by the employee). 
Allowing for the reductions in the Unemployment and the 
Health Insurance contributions,* the net total cost of the 
compulsory insurance services is increased by 2d. per week 
for both the employer and the worker. The new Scheme 
does not impose any extra work on the employer in regard 


* See above, p. 322 and 335 note. 
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to the stamping of cards, since a single stamp suffices for the 
Health and Pensions contributions. 

The benefits comprise Ios. a week for widows of insured 
men, together with an additional allowance for children 
up to the age of 14, at the rates of 5s. a week for the eldest 
child and 3s. a week for each of the other children. The 
pension to the widow is payable until she attains the age of 
70 or re-marries, but re-marriage does not affect the allow- 
ances for the children. The scheme also provides pensions 
for orphans of insured persons at the rate of 7s. 6d. a week 
for each child up to 14, or 16 if the orphans are allowed 
to remain at school until that age.* 

Criticism of the new Pensions Scheme comes from several 
directions. One section urges that a heavy burden is laid 
on industry, which is not in a position at the present time 
to bear the extra expenditure. In individual cases the 
additional load, in comparison with the profits, is un- 
doubtedly considerable. In general, however, the burden 
of a few pence on the top of the weekly wage is liable to be 
exaggerated, and, if past experience of similar matters is 
any guide, the effect on industry will not be as disadvan- 
tageous as is sometimes claimed. It should also be bornein 
mind that there will be a certain saving in the Poor Rate. 

Other critics, while approving the principle of these 
pensions, find fault with the contributory basis, and would 
raise the necessary funds entirely out of taxation, which, 
it is claimed, would distribute the burden more equitably 
over all the members of the community. There is much 
to be said for this contention, for under the present scheme 
only about 70 per cent. of the population are called upon 


* For details of the new Pensions Scheme, see the Ministry of 
Health’s Memorandum, 1925 (Cmd. 2405) and subsequent amend- 
ments ; also the Report of the Government Actuary, 1925 (Cmd. 
2406). 
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directly to share in the cost. The Socialist critic, in par- 
ticular, objects to the contributory method. The scheme 
is also opposed on the grounds that a large number of 
single women, though they will never marry, are com- 
pelled to contribute towards widows’ pensions. While 
this criticism is not without some weight, the scheme must 
be taken as a whole and not be regarded from the stand- 
point of individual classes of contributors. Incidentally, 
pensions on a non-contributory basis would entail a lower 
cost of administration than the existing scheme. 

Another criticism is that the contributions under the 
scheme are excessive in view of the small benefits. The 
widows’ and dependent children’s pensions work out 
between them at less than Is. per head per day, which is 
insufficient to provide the barest necessities of life. Resort 
will still have to be made to the Poor Law. There is the 
danger, too, that widows, in their anxiety to supplement 
their meagre pensions, will undertake work at less than the 
standard wage and so depress the rate of remuneration of 
workers who are not subsidised. The granting of pensions 
to young widows without children is particularly criticised, 
mainly for this reason. It was suggested in the previous 
discussion on women’s wages and State subventions* that 
a condition of widows’ pensions should be the withdrawal 
of the recipients from the labour market. But before such 
a withdrawal could be insisted upon, the pensions would 
have to be higher than the present rates. 

Yet, despite these drawbacks, and others that might be 
enumerated, the scheme marks a distinct step forward. A 
beginning has been made, and it is reasonable to expect 
that with the coming of more prosperous times, the 
pension provisions will be more generous and comprehen- 
sive. 

* Pp. 142-145. 
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Burial Insurance, which is really a form of life insurance 
for small sums, accounts for an enormous 
expenditure every year. In 1922 it ranked 
next to Unemployment Insurance, being 
responsible for £35,000,000 out of the total of £158,500,000 
spent on Social Insurance of different kinds. Practically 
the whole of this form of insurance is administered by 
private bodies, though a State scheme of life insurance has 
existed for many years. The State issues policies through 
the Post Office, but owing to the lack of publicity very few 
people are aware of the facility. Less conservative in- 
surance tables and methods and a greater degree of publicity 
would doubltess increase the amount of State life insurance 
considerably beyond the present negligible proportions. 
Burial insurance is also provided among the funeral benefits 
of friendly societies and trade unions, and most of these 
bodies administer the benefits economically and efficiently. 
Some societies, however, have not the financial soundness 
that should be demanded of an organisation holding funds 
for thousands of workers. 

The bulk of this form of insurance is in the hands of the 
large industrial companies, which, with their armies of 
agents and their lavish expenditure on advertisement, have 
built up an enormous business out of the weekly coppers 
paid by millions of policy-holders. About thirty million 
pounds are contributed annually to the eight chief com- 
panies. The expense of management is extremely high, 
varying from 30 to 40 per cent. of the premium income. 
Even this is an improvement on the ratio of a few years ago, 
when it was calculated that out of every shilling paid in 
premium, only 63d. was paid out in benefit.* 

With the present overlapping and costly competition of 


Burial 
Insurance. 


* Report on Board of Tvade Committee on Industrial Life Assurance, 
1920 (Cmd. 618). 
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the large companies, a high expense ratio is inevitable, and 
many people, who in other matters are not favourably in- 
clined to State management, are prepared to make an 
exception in the case of burial insurance. The ratio of 
expenditure to income is considerably lower in the various 
State insurance schemes, not because the administrators 
are more efficient, but because the cost of securing 
business is nil (the schemes being compulsory) and the ex- 
pense of collecting payments is much below that of the 
industrial companies. Since the State provides pensions 
for the aged, there appears no proper reason why it should 
not incorporate funeral benefits in the national scheme. 
It is significant that burial insurance was included in the 
draft provisions of the first Health Insurance Bill, but that 
it was immediately withdrawn, owing largely to the oppo- 
sition of the powerful insurance companies. 


It is not necessary here to enter into the various proposals 
that have been submitted for the unification 
eo of Social Insurance.* The designers of some 
Tasnrance. schemes aim at merely co-ordinating the ex- 
isting machinery, and would be satisfied with 
an arrangement that prevented overlapping and reduced 
the management expenses. If this economy could be 
secured while leaving the main responsibilty in the present 
hands, 7.e. shared between the State and the private organi- 
sations, some advocates of unified insurance would be con- 
tent. At the most they would ask for a more efficient State 
supervision. Others, however, deny the possibility of effect- 
ing this improvement and securing a proper unity so long 
as the administration is distributed among the different 
bodies. They recommend a complete fusion of the existing 
* See, for example, Sir William Beveridge, Insurance for All and 
Everything, 1924; J. L. Cohen, Social Insurance Unified, 1924, 
Essay IV.; Alban Gordon, Social Insurance, 1924, Part II. 
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schemes. It should not be necessary, they say, for a work- 
man to have dealings, according to the nature of the 
contingency, with several different authorities. Anomalies 
like those arising from separate organisations catering 
respectively for industrial diseases and ordinary ill-health 
should be removed. 

The arguments in favour of a national scheme comprising 
all the forms of insurance considered in this chapter may 
be shortly summarised. Firstly, it has been submitted 
that where private enterprise fails to provide a necessary 
service in adequate quantity or quality, or does not 
administer the service efficiently or economically, public 
intervention is justified. Neither Burial Insurance nor 
Workmen’s Compensation can be regarded as adequately 
or efficiently administered, and opinion is growing that these 
branches of insurance should be brought into a comprehen- 
sive scheme. Secondly, even where the service is already 
controlled by the State, as in the case of Unemployment 
and Health Insurance, there is needless overlapping of the 
different departments, and greater economy could be 
secured if some central co-ordinating body were set up. 
Thirdly, it has been shown that the larger the number of 
insured and the more numerous the risks covered, the more 
accurate and dependable are the calculations, and the 
easier it is to adjust total premiums to total benefits. 
Every scheme working separately must allow for a fairly 
substantial margin of error. The amalgamation of the 
different schemes would make it possible to have centralised 
emergency funds which need not be as large as the 
aggregate of the different funds under the separate 
schemes. 

One drawback of the present schemes, it has been pointed 
out, is the flat-rate method of contribution and benefit. In 
practice this means that the benefit is fixed at some shillings 
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below the wage of the least-paid worker. It is deemed ad- 
visable not to pay more than this sum lest malingering be 
encouraged. Further, to pay higher benefits might involve 
larger contributions than the poorer workers could afford. 
On the other hand, a low flat-rate benefit causes hardship 
to people who are usually in receipt of high wages, and who 
have become accustomed to a higher standard of life. 
Even under the separate schemes it should not be impossible 
to remedy this defect ; but it would be much easier if the 
schemes were combined and a single payment, graduated 
according to income, secured benefits varying in proportion. 
The difficulties in the way of unification are enormous, 
but they should not prove insuperable. One 
State ot the chief obstacles is presented by the 
Mouopely vested interests of the different private 
Competition? bodies at present sharing in the administra- 
tion of the various schemes. The problem is 
wider than that of merely countering the influence of the 
big companies and friendly societies in Parliament and 
elsewhere. Thousands of collectors and other employees 
of the numerous insurance bodies afford a kind of vested 
interest with which it will not be easy to deal. Many of 
these fear that a general national scheme would cause un- 
employment among their members, and they are likely to 
oppose, therefore, any attempt, at unification that might 
prejudice their livelihood. If any precipitate action is 
taken such unemployment might easily result, for the 
number of additional officials required by the extended 
State scheme would not be sufficient to absorb all those 
discharged from private employment. Yet it must be 
recognised that the present system is extremely wasteful ; 
that thousands of insurance collectors are doing work 
which would be unnecessary, or at least capable of 
reduction, under a State scheme. 
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Another difficulty wouid arise in connection with com- 
pensation, if the State decided to monopolise all the social 
insurance services. How much should be paid to the big 
insurance companies? At the other extreme, how should 
one deal with a collector who has invested his savings in 
the purchase of a particular ‘“‘ round,” established by a 
predecessor ? 

Solution of difficulties such as these would be much easier 
if the State decided to compete with the existing private 
bodies, with the intention of gradually ousting them from 
the field, rather than to assume forthwith a monopoly of 
all Social Insurance. Nationalisation of insurance is, in 
this respect, different from (say) nationalisation of the rail- 
ways. In the event of the State undertaking railway 
transport, it would have to secure the existing railroads 
first, for competing railway tracks would obviously be out 
of the question. But in the case of the insurance industry, 
the fixed capital is of comparatively small amount, and it 
would be perfectly practicable for the State to supply 
policies in competition with the existing companies. De- 
cision to compete rather than monopolise would obviate 
the difficulty of compensation, while it would also stimulate 
the companies to reduce their management expenses and 
to give better services. 

Nor would the danger of unemployment among the 
insurance workers be as serious as if the State suddenly 
assumed complete monopoly of the industry. Absorption 
of these workers by other occupations would be easier if 
spread over a period of years. In the meantime, there 
would be a natural shrinkage in the number of insurance 
employees through death and retirement, while youths who 
would normally enter the service of the companies would 
seek employment elsewhere. In a similar manner, capital 
that would ordinarily be invested in this section of the 
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insurance business would seek fresh channels, though the 
original capital would continue for many years to yield a 
return. 

Lastly, it would hardly be practicable at present to effect 
a complete State monopoly of Social Insurance unless the 
State determined to monopolise the entire insurance 
industry. A large number of workers would want to 
insure themselves for greater benefits than those provided 
by the State, and would take advantage of privately ad- 
ministered schemes. Further, there is no hard and fast 
distinction between burial insurance, so called, and life 
insurance for larger amounts. The question of the State 
supplying ordinary life, endowment, and other forms of 
insurance, not specifically affecting the working classes, and 
the possibility of the State monopolising the whole of the 
insurance industry in allits branches, do not come within 
the present discussion. So far as Social Insurance in the 
strict sense is concerned, it would appear that, for reasons 
of both economy and expediency, a policy of State com- 
petition is preferable to one of immediate monopoly. 


CHAPTER: 21 





HOUSING. 


There is an intimate connection between the health of 
; the people and the housing conditions in 
asta and which they live. Overcrowding and ill- 
health go together, and most public medical 
officers put unsatisfactory dwellings and surroundings in the 
first rank of adverse influences.* Reference to the vital 
and similar statistics of different districts shows discrepan- 
cies that can doubtless be attributed largely to the respec- 
tive housing conditions in those areas. Thus, the death 
rate in Hampstead Garden Suburb is considerably lower 
than that in the East End of London, that of Bournville 
much lower than the death rate in the industrial parts of 
Birmingham. In Finsbury the general death rate in 1906 
was 6°4 per 1000 in houses of four or more rooms, but 39°0 
in one room houses or tenements. 

The vicious effects of unhealthy houses are especially 
marked in infant mortality. In Glasgow in 1913 the death 
rates per I,000 were: (a) for infants under I, 210 in one 
room houses and 103 in houses of 4 rooms and over ; (0) for 
children between I and 5, 41 and Io respectively.j The 


* A few authorities consider the influence of bad housing on 
health to be less harmful than is popularly supposed. Professor K, 
Pearson, for instance, considers that “ the effect of home influence 
is not one-tenth that of heredity.’”’ See A. Newsholme, The Ele- 
ments or Vital Statistics, 1923, Ch. XXVI., for the different views. 

+ A. K. Chalmers, quoted in Newsholme., op. cit., p. 307. 
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following table shows among other things that the infantile 
mortality of a Birmingham artisan area with bad housing 
was nearly twice that of a similar class area in the same 
town where the housing was of a better standard. 


HousING AND HEALTH IN BIRMINGHAM, IQI2-16. 





(1) Artisan (2) Artisan area 

area with with fair to good 

bad housing. accommodation. 
Population .. 154,062 133,023 
Area (acres) 1,921 2,998 
No. of houses 33,471 30,172 
Birth rate oe 32°8 24°0 
General death rate .. 2I'I 12°3 
Infantile mortality a 171‘0 89°0 
Consumptive death rate .. 1°95 Torey 
Measles ede 0°83 0°24 
Diarrhoea eee S 1°46 0°36 











Statistics for tuberculosis and other diseases are no less 
significant. Overcrowding, absence of sunlight, insuffi- 
cient ventilation and sanitation are conducive to the spread 
of tuberculosis, which is the cause of g per cent. of the total 
deaths. It is proved that this disease and others are 
heaviest where the population is overcrowded. Slum clear- 
ance and re-housing would enormously reduce the mor- 
tality rates, and incidentally would effect a large saving of 
the money now devoted to combating disease. Further, 
the present conditions give insufficient privacy and are 
detrimental to character and sobriety. Reports of crime and 
intemperance prove that the demolition of slum property 
and the re-housing of the displaced tenants in better 
dwellings and surroundings are invariably followed by a 
general improvement in life and conduct.* 

* See, for example, J. A. Harford, Memorandum of the Housing 
of the Dispossessed in Liverpool, 1917. 
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Though the housing question has become extremely 
acute since the war, it is an error to assume 


feaoeatt that the problem is a new one, for long 
enhign: ® before 1914 it seriously engaged the attention 


of social reformers. In order to understand 
the rise and present position of the housing problem, it is 
necessary to go back to the period of the Industrial Revo- 
lution to which, as shown in the previous chapters, many 
of the social ills of to-day can be traced. The history of 
housing may be roughly divided into four periods, which 
may be considered separately :— 
(a) 1800-48, the period of laisser faire in building ; 
(5) 1848-90, attempts at regulation ; 
(c) 1890-1914, further control and the development of 
town-planning ; 
(d) The war and post-war period. 
The results of the policy of non-intervention are nowhere 
better illustrated than in the case of house 
(a) Unrestricted building and town development during the 


and first half of the nineteenth century. The 
Uncontrolled ; 

Building, change from the domestic to the factory 
1800-48. system of production led to a rapid concen- 


tration of the population in industrial and 
commercial centres. People came literally in millions from 
the country districts to the towns, and habitations of a sort 
had to be rapidly provided. In addition, there was a con- 
siderable increase in the population during these years, 
which intensified the need of accommodation. Between 
1800 and 1831 the number of inhabited houses increased 
from about 14 millions to a little under 3 millions. Neither 
the State nor the local authorities exercised any effective 
control over the building. There were no housing laws 
then, and no standards were set ; no restrictions were im- 
posed as to health and sanitation. Nominal powers were 
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possessed by civic commissioners, but their influence in 
this respect was negligible. Leeds, for instance, was 
governed before 1825 by 25 people who had the right of 
electing their successors. Local government was in the 
hands of bureaucratic boards, which rarely regarded the 
control of housing as coming within their functions. 

As a result, the new towns and extensions of the old ones 
were built without any regard to system or future require- 
ments. Houses and streets were constructed wherever a 
suitable space was available; and the only test of 
suitability was the nearness to the factory. Communica- 
tion and transport were inadequate and expensive, and 
people were practically compelled to live in close proximity 
to their place of work. Overcrowding amidst unhealthy 
surroundings was the inevitable consequence, and defective 
sanitation served to make the situation worse. It took two 
cholera epidemics in the ’thirties to make the people realise 
the dangers of bad housing and the necessity for better 
sanitary conditions. The death rate was higher than that 
of Waterloo. In 1844 a Commission was set up to investi- 
gate the housing position in the towns. The Report showed 
that the general conditions were detrimental to the health 
of the people ; drinking water was found to be tainted in 
many areas, while the disposal of sewage was very crude. 
Four years after the appointment of the Commission, the 
first Act dealing with public health was passed. 

The Public Health Act of 1848 was mainly responsible 

for the killing of typhus in this country. It 
(6) Regulation improved the water supply and compelled 
Building authorities to substitute a proper system of 
1848-90. drainage for the primeval method of waste 

disposal hitherto practised. Nothing, how- 
ever, had yet been done to improve the method of house 
building and to demolish insanitary houses and districts. 
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In 1851 the Shaftesbury Act gave municipalities the 
power to borrow money to build houses for workpeople. 
The Torrens Act of 1869 went further, and empowered 
municipalities to improve or, if necessary, to demolish 
individual insanitary houses. The Cross Act of 1875 
permitted the clearance of slum districts. But com- 
paratively little was done under these Acts. The 
position steadily became worse and the number of over- 
crowded houses and areas multiplied. A certain improve- 
ment, however, was effected by the Public Health Act of 
1875, under which the Local Government Board issued, 
two years later, a model code of by-laws regulating the 
construction of new buildings and streets, and the drainage 
and sanitation of populated areas. In 1875 it became com- 
pulsory for local authorities to appoint a Public Officer of 
Health. In 1884a Commission was appointed to inquire into 
the housing of the working classes, and six years later the 
comprehensive Housing of the Working Classes Act was passed. 

The Act of 1890 served to consolidate and extend the 

previous legislation. Part I re-enacted in a 
fae gael better form the Cross Acts, 7.e. it enabled 
Extension of local authorities to demolish entire slum dis- 
eee tricts. Part II repeated the Torrens Acts, 

in that it empowered municipalities to im- 
prove individual houses and small areas. Part III, like 
the Shaftesbury Acts, gave local authorities the power to 
buy land and raise loans for housing the working classes. 
Parts I and II were compulsory, but Part III was merely 
permissive. Only 5 per cent. of the new working class 
houses built between 1890 and 1914 were provided by 
public authorities. Though the activities under Parts I 
and II were not extensive, they went ahead of those under 
Part III, with the result that far more houses were 
demolished than built. In 1909, Part III became obli- 
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gatory, but comparatively little was done to alleviate the 
growing famine.* 

A difficulty experienced in pre-war public schemes was 
that of re-housing the people displaced. This was par- 
ticularly evident before the compulsion applied in the Act 
of 1909. London carried out altogether 31 schemes, clear- 
ing 93 acres. 43,844 people were displaced and 44,623 were 
“re-housed”’ (in block dwellings). ‘‘ Re-housed,’’ how- 
ever, isa misnomer since the revised rents that were charged 
for the new dwellings were too high for most of the people 
displaced. One of the largest single schemes was in Boun- 
dary Street, Bethnal Green, where nearly 15 acres were 
demolished ; only 3 per cent. of the evicted were re-housed 
by the public scheme. The better-paid workers occupied 
the new tenements, while those displaced sought other 
inferior dwellings and thus, in many cases, intensified the 
over-crowding. 

Entire clearance of slum districts is undoubtedly best in 
the long run, but some municipalities have preferred 
“patching-up”’ to thorough demolition and re-construc- 
tion. As far back as the ’eighties, Birmingham, under the 
terms of the Cross Acts, had demolished 45 acres north 
and east of New Street ; since this bold beginning, how- 
ever, the city has preferred to improve and repair small 
areas; this is much cheaper than clearing, but not so 
satisfactory. One reason, doubtless, for the lack of en- 
thusiasm to clear slum districts was the heavy burden 
incurred by the local authorities, the State’s share of the 


* The following statistics show the limited action of public 
authorities in building these houses: 
Year ending 31st March, 1911..464 houses 
5 H a ee LOLz ee O2T 
op op Lf a 1913..1,880 
” ” » » 1914. -3,335 
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charge being very little in former years. (Under the 
Addison scheme of 1919 the State agreed to pay the whole 
cost in excess of the product from a penny rate.) 

The r91r Census showed that one-tenth of the popula- 
tion was living in overcrowded conditions, and that half a 
million existed in one room tenements. The situation was 
really worse than these figures indicate, for the technical 
definition of overcrowding, viz., more than two adults to a 
room, children counting as half an adult, is a very un- 
satisfactory standard. On this basis four adults and eight 
children could live in a four-roomed house, yet technically 
not be overcrowded, though it might mean that twelve 
persons of different sexes might have to crowd into two 
bedrooms, unless the day rooms were requisitioned ; in any 
case the conditions would not be conducive to good health. 
Manchester has recently taken 2°5 persons per bedroom as 
the standard for overcrowding, and though it is far higher 
than the ordinary standard of two per room (including 
kitchen, etc.), it is not too generous. 

Some critics have attributed the shortage of houses to 
the 1909 Budget, which, by placing a tax on future unearned 
land values, is supposed to have discouraged the specula- 
tive builder who hitherto provided a large proportion of 
working class houses. To a certain extent this source of 
house building may have been restricted as a result of this 
Budget. The consequences of the fiscal changes, however, 
have been exaggerated, for the deficiency was becoming 
acute long before 1909, and could be largely accounted for 
on other grounds. The few years’ operation of the land 
values scheme (it was abolished shortly after the war 
except for the mineral royalty duties) could not have 
seriously affected the real shortage of houses. Building 
was not adequate to the needs, mainly because a large 
proportion of the people were earning insufficient wages to 
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afford a decent habitation. Here again the maldistribution 
of the national income lies at the root of a grave social 
question. Were the average wage better, there would be 
little iear of a housing shortage.* 

During the previous thirty years sundry attempts had 

been made to improve the structure of towns 
Bea as well as the method of housing. The 

average town had grown up without any 
system or plan, and it was soon forced upon people that a 
badly constructed town was an evil second only to a badly 
constructed house. Town planning was not altogether an 
innovation. Leamington, for instance, in this country, 
Washington and Paris abroad, had had such schemes, 
but little had been done to determine the future growth 
of industrial towns, drawing up in advance the arrange- 
ment and distribution of streets, roads, open spaces, etc. 
Slums develop, they are not built ; but it is possible so to 
devise the construction of new property that it may not 
ultimately become a slum. 

Successful experiments on these lines were undertaken 
by a few private firms (notably Lever Bros.—Port Sun- 
light, Cadburys—Bournville, and Rowntrees—Earswick). 
These schemes, while intending to give the workpeople 
pleasant surroundings,} were inspired by business acumen 


* «Tt is probable that on the average between one-sixth and one- 
fifth of the income of working-class families is spent on rent and 
rates ; the proportion varies inversely with the amount of income. 
In the case of very poor families, the proportion is sometimes more 
than one-third.” (Report of Land Inquiry Committee, Vol. II, 1913.) 

{The houses on these estates, however, are sometimes occupied by 
people for whom they were not primarily intended. For example, 
Bournville serves as a residential area for several professional and 
business people whose work is carried on in Birmingham, while a 
large number of the workpeople in the Cadbury factories live in less 
attractive districts. 
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more than by philanthropy. Enlightened employers have 
found that it is to their commercial advantage to give 
healthy houses and environment to their workers. As in 
the case of better wages and shorter hours, the efficiency 
of the workpeople is increased, while judicious advertise- 
ment of articles produced in garden city surroundings has 
a distinctly beneficial effect on the sales. 

Garden cities have been built at Letchworth and 
Welwyn. The Hampstead Garden Suburb has shown that 
it is possible to plan an area directly adjacent to a large 
town. Apart from the garden cities provided by em- 
ployers, the working classes do not appear to have benefited 
to any extent from these schemes. Letchworth and Welwyn 
contain many relatively well-to-do people who travel up to 
London for their business, while Hampstead Garden Suburb 
is even more opulent. The principle of “ mixing the 
classes’ in the last named district has not been very 
successful. 

In 1909 the Housing and Town-planning Act supple- 
mented previous legislation. Local authorities were given 
the power to secure land for town development, in addition 
to land for clearance which they were already entitled to 
acquire. They were expected to make provision for the 
limitation of the number of houses per acre, the harmonis- 
ing of the ‘“‘lay-out”’ of buildings, the planning of roads, the 
reservation of sites for public buildings and shopping 
centres, the fixing of minimum distances between houses 
on opposite sides of the road, the limitation of the number 
of houses in an unbroken row, the planting of trees and 
shrubs, and many other amenities.* Many schemes were 
undertaken in accordance with the Act of 1909, but the 
war prevented a large proportion of them from being 
carried out. Since the war the main call has been for 

* See H. R. Aldridge, The Case for Town Planning. 
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houses, but the need for town planning is only slightly less 
imperative. There is no reason why the construction of 
houses and that of whole areas should not form a unified 
scheme. 

As noted above, the housing shortage was becoming felt 

long before the war. During the decade 
ee ee 1904-14, houses of the working classes were 
Period. increasing at the average rate of about 60,000 

per year*, but the demand for houses was 
increasing at a faster rate. During the war, building 
was practically suspended except in munitions areas. The 
overcrowding was temporarily alleviated to a certain 
extent by the occupation of the many empty houses,f and 
by the fact that millions of men had left their homes for 
war service. On the other hand, with the natural growth 
of population and the discontinuance of emigration, this 
alleviating tendency was soon countered, and at the end 
of the war the shortage was unprecedented. 

It is estimated that the suspension of building alone 
caused a deficiency of 350,000 houses during the years of 
war. The return of the service men intensified the situa- 
tion. Since then the position has steadily grown worse, 
for the amount of building since the Armistice has not 
even caught up with the natural growth of population. 
Roughly 300,000 houses were built between 1918 and 


* See Returns of Commissioners for Inhabited House Duty. Statistics 
of houses exempt from Income Tax Duty (i.e. small houses of under 
{20 annual value) give a more reliable record than the Census 
returns. 

t About 400,000 empty houses existed before the war, and it has 
been argued therefore that no real shortage existed. But many of 
these houses were too large, or in other ways unsuitable, for the 
working classes; the argument evades the essential fact that there 
was a distinct shortage of houses whose rents the working classes 
could afford to pay. 
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1924; it is calculated that the need for at least 500,000 
houses was created in the same period. The deficiency, 
therefore, instead of being reduced, has actually increased. 

A thorough housing scheme would have a two-fold 
object : firstly, the provision of houses to make up the 
present numerical deficiency; secondly, the demolition of 
slum dwellings and the construction of new habitations to 
take their place. Naturally, in the existing shortage, main 
efforts are concentrated on the first object ; too enthusiastic 
application to the second with insufficient regard to the 
first would obviously be unwise. 

Estimates as to the number of slum dwellings in the 
country vary considerably, for there is no unanimity as to 
what actually constitutes such a dwelling.* Altogether 
there are less than eight million houses in the country, of 
which over four-fifths are of the working class type. A 
national housing survey is badly needed, for unofficial 
estimates vary considerably. Those authorities who set a 
high housing standard put the percentage of unsatisfactory 
dwellings as high as 25 per cent. Even if one took a 
moderate estimate of 12 per cent., the number of new 
buildings required for replacement would still be a million. 


*The Land Inquiry Committee defined slums as “ dwelling 
houses whose closeness, narrowness and bad arrangement, or want 
of light, air, ventilation or proper conveniences or other sanitary 
defect, is dangerous or prejudicial to the health of the inhabitants, 
or of those occupying neighbouring buildings ’”’ (Report, 1913). 

{ See the estimates in H. R. Aldridge, The National Housing 
Manual, (1923), pp. 206-7. It is considered that of the 3,500,000 
houses that are over 50 years old, 25 to 30 per cent. should be 
demolished as being unfit for habitation. In rural areas, of the 
120,000 necessary new houses, 15,000 houses are required merely 
to replace houses nearly a century old. Professor Tillyard (Economic 
Review, December 1913) stated that there were in Birmingham 
between 40,000 and 50,000 back-to-back houses, the homes of at 
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But, in addition to this, there is an actual shortage at the 
present time of about a million houses. Even if efforts 
are devoted mainly to making good the numerical defi- 
ciency, many years must elapse before this half of the 
programme is completed, and in the meantime, with the 
growth of population, the need for houses will have further 
increased. The official estimate of what is required to 
remedy the deficiency, to re-house the slum-dweller and to 
provide for normal increase in population, is 2} million 
houses in fifteen years.* 

As was indicated above, the fundamental reason for the 
deficient quality and quantity of houses in pre-war days 
was the inadequate wages received by a large proportion 
of the workers. This is still a prominent cause, and if the 
people received on the average a more adequate remunera- 
tion for their services they would be in a better position 
to afford decent living accommodation. The distinction 


least 200,000 people ; practically all these houses were built before 
1875. The mortality in back-to-back houses is 15 to 20 per cent. 
greater than in through houses of a similar rent. In Leeds there 
are 72,000 back-to-back houses, built from seventy to eighty to 
the acre. 

* Estimates as to the number of houses and the period of time 
naturally differ. A twenty year programme is outlined by Aldridge 
(op. cit.), who calculates that 125,000 houses ought to be constructed 
per annum, apart from the 80,000-100,000 required per annum for 
re-housing the displaced. He arrives at the 125,000 by taking the 
normal growth of population at 95,000 per annum (80,000 England 
and Wales and 15,000 Scotland), and adding 30,000 per annum to 
make up the shortage due to suspension during the war period. It 
is reckoned that about 60,000—70,000 slum dwellings should be 
demolished each year. As these are already much overcrowded, at 
least 80,000—100,000 houses are required to replace them alone. 
Needless to say, the building of the houses should precede the de- 
molition of the slum dwellings. 


364 HOUSING. 


drawn by the economist between need and demand is of 
first importance in this connection. The need of houses 
is enormous, yet the demand, or the effective need, is a small 
quantity because the market price of a house, either to 
purchase or rent, is beyond the pocket of the ordinary work- 
ing man. The theoretical solutions are obvious: either the 
general rate of wages should be increased, or the cost of the 
house be decreased, or, preferably, both remedies should be 
resortedto. The first plan is very desirable, but it can hardly 
be put forward as an immediate solution of the housing short- 
age. Efforts should be directed to reducing the cost of 
building, consistent with good quality of material and 
workmanship, and a fair reward for the labour employed. 

Among the special difficulties at the present time are, 
(i) the high cost of building, (ii) the shortage of skilled 
labour, (iii) the effects of the Rent Restriction Acts. 
These may be briefly examined. 


The price of building materials, like that of practically 
everything else, rose considerably during the 
Cost of war. With the increase in the cost of living, 
Building. the wages of building operatives also rose. 
The cost of building a cottage trebled, on the 
average, between Ig14 and 1921, though there has been a 
marked decline in the last two or three years. The frequent 
contention that the increased wages of building operatives 
were mainly responsible for the extra cost of construction 
is not justified, for the remuneration of the workers did not 
increase in nearly the same proportion as the total cost of 
the houses ; further, many of the workers suffered an actual 
drop in the veal wage, 7.e. in the purchasing capacity of the 
money income. 
But even if the wages had risen in proportion, they 
would still not have been the main cause of the enormous 
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increase in the cost of house building, since the labour cost 
was, on the average, no more than 45 per cent. of the total, 
and since 1922 has been even less. On the other hand, 
in so far as the workers have deliberately restricted their 
output, the increase in the real labour cost has unduly 
raised the expense of house building. The policy of 
“ca’ canny” is distinctly anti-social : one should re- 
member, however, that it is practised by manufacturers 
as well as by workers. Employers who intentionally re- 
strict the output in order to force up the price deserve 
still greater censure. The motive for “ ca’ canny’”’ on the 
part of the workers, namely the desire to maintain a 
standard of life, is less reprehensible than the profit- 
making motive of the monopolist. 


The following table prepared by the Labour Research Depart- 
ment, shows the movement of wage rates in the building trade : 


WAGES RATES IN THE BUILDING TRADE. 

















Area. Dec. | Dec. 1918. Dec. 1920} Dec. 
IQI4. Peak Rate.| 1922. 
per hour. per hour. per hour. [per hour. 
London— 
Bricklayers | 113d. | 1s. 5d.+ 12} percent.| 2s. 4d. 1s. 8d. 
Labourers 73d. |1s. 44d.+ 124 per cent.| 2s. 1d. Is. 3d. 
Manchester -- 
Bricklayers TOSS WlelSs Olan westerns seat tel-y- 2s. 4d. ts. 8d. 
Labourers Gidhy\|sais.t 2dog 3 vaste abt 2s. Id. Is. 3d. 
Exeter— 
Bricklayers Oe CMM LS cysts tecerele cyoistel feel 2S. Is. 44d. 
Labourers tae disrod itches sel. erttes Is. 9d. Is. o4d. 
Glasgow— 
Bircklayers | rod. |1s. 44d.4 12} percent.) 2s. 4d. | 1s. 8d. 
Labourers — is. ofd.+ 12% percent.| 1s. 113d. = 














The shortening of the working week from 444-53} hours to 44 all 
round must be taken into consideration when comparing weekly 
incomes in 1920 and 1922 with those of the previous years. 
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The manufacturers of building materials have been espe- 
cially guilty of artificial restriction of supplies. Nearly 
go per cent. of the requisites were recently under the control 
of firms which, where they were not in actual combination, 
had a no less effective “ understanding ’”’ with each other. 
The Profiteering Committee on Building Materials found 
that West of England bricks increased in price from 29s. per 
1,000 in 1914 to 52s. 8d. in 1918 and to 81s. 6d. in 1920 ; 
iron pipes from £7 per ton in 1914 to £23 4s. 6d. in 1920. 
Tiles rose by about 250 per cent., metal goods by about 
250 per cent., and timber by about 300 per cent. It is 
evident from these figures, which are typical of many others, 
that the cost of skilled labour did not increase in nearly the 
same degree as that of materials ; while even the greater 
relative increase in the wages of the unskilled labourers 
was on the whole less than the increase in the price of im- 
portant building materials. 

Opponents of the “ rings ”’ propose that the State should 
impose maximum prices as it did for staple articles during 
the war. Others suggest that public authorities should, as 
far as possible, deal only with non-combine firms ; but it 
is doubtful whether supplies from these would be adequate, 
especially as several nominally independent firms have 
secret arrangements with the combine. Another class go 
further and propose that the State or the municipalities 
should set up competitive brickyards and factories of their 
own, as distinct from, or leading up to, nationalisation of 
the industry. Although the output from the publicly owned 
yards and factories would probably be insufficient, at least 
for a time, to supply the large demand for housing 
materials, it would almost certainly break the hold of the 
combines, and compel the constituent firms to accept more 
reasonable prices. A minor economy in house building 
might be effected by the amendment of the existing practice 


” 
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whereby contractors and architects receive a percentage 
of the total costs, irrespective of the total. 
The inadequate supply of skilled labour in the building 
trades presents a more difficult problem than 
Shortage the comparatively high cost of materials. 
Ce The number of skilled operatives has fallen 
nearly 50 per cent. since the beginning of the 
century, as is shown in the following table.* 


NUMBER OF SKILLED CRAFTSMEN (in Thousands). 





I9QOI. | IQIT. | July | July | Feb. { Jan. 












































1914. | 1920. | 1923. | 1924. 

Bricklayers .. So LONN |) HOSTS za | 61 59 57 
Masons ; 73 52 34 22 21 22 
Carpenters & Joiners. 205 209 126 122 124 125 
Slaters =e OE 10 8 4 3 5 5 
Plasterers .. ee 31 25 19 14 16 16 
Plumbers - ae 65 65 33 35 33 34 
Painters oy. et e6O 184 132 109 IIo 107 

Total | 720 647 | 423 | 366 | 370 —| 367 














The number of skilled craftsmen needed to build 10,000 
houses a year are estimated} to be :— 








Parlour House. Non-Parlour House. 





Bricklayers .. 2,180 1,688 
Carpenters and Joiners 2,060 1,660 
Slaters .. ae rs 206 145 
Plasterers rs 784 621 
Plumbers and Glaziers 397 322 
Painters se a 7600 606 

Total 6,387 5,042 





* Incorporating statistics in a paper by F. W. Platt (Housing 
Director to the Manchester City Council), quoted in Aldridge, op. cit. 
and in the returns of the Ministry of Labour in respect of insured 
persons in the trade. 

t By F. W. Platt, quoted in Aldridge, op. cit., p. 214 
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Mr. F. W. Platt, commenting on these figures, states 
that “1,305 plasterers will plaster about 20,000 houses in 
one year, divided equally into parlour and non-parlour 
houses. The full strength of the industry is only 16,290 
men. Sickness and other causes would probably reduce this 
number by at least 7 per cent., so that if half were engaged 
on housing it is doubtful if more than 116,000 houses for 
the working classes could be finished in one year.“ * 

The cause of the shortage of labour is not far to seek. 
Even if there had not been a reduction in the number of 
craftsmen, there would still be a real shortage owing to 
the extra building required to make up for the loss caused 
by the suspension of building during the war. And the 
more the community recognises its obligation to clear slum 
areas and re-house the displaced people, the more acute 
does the shortage of skilled labour become. 

Conditions in the building trade do not strongly appeal 
to parents who are seeking an opening for their boys. The 
bulk of the work is out-of-doors, and is liable to frequent 
interruption on account of the weather. So long as the 
workers are paid on an hour basis, and bear the loss 
caused by “ broken time,” there will be reluctance to enter 
the trade, and dissatisfaction within it. There is much to 
be said in favour of the demand for the “‘ guaranteed 
week,’ which the building operatives enjoyed sixty years 
ago but were compelled to renounce. It would probably 
be found that the obligation on the employers to pay a 
regular wage would induce them to improve the organisa- 
tion of the trade, and so make up a large part, if not the 
whole, of the extra charge. 


*Tbid., p. 215, It should be borne in mind that in normal years 
considerably more than a half of the skilled labour in the industry 
is engaged in erecting buildings other than working class dwellings. 

+ Cf. above, pp. 79-81. 
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A popular misconception as to the cause of the shortage 
of skilled labour in the building trade may be disposed 
of. It is frequently stated that the trade unions have 
deliberately brought about the shortage by stringent 
limitations on apprenticeship. The facts prove this 
criticism to be ill-founded. Inquiry into the number of 
apprentices who entered the trade during the last few years 
shows that it is actually less than the number permitted 
under the agreements between the operatives and the 
employers. This only emphasises the unattractiveness of 
the building trade as at present conducted.* 

One of the more immediate causes of the cessation of 

is house building has been the legislation of the 
Beicion war and post-war period, restraining land- 
lords from raising the rents of the lower- 

priced houses beyond a limited amount. The first Rent 
Restriction Act, passed in December 1915, forbade any 
increase whatever in rents of houses whose pre-war rent 
did not exceed £35 per annun in London, £30 in Scotland, 


* The shortage of labour has given rise to many suggestions and 
experiments. Some people, for example, recommend greater use of 
concrete ; others favour the erection of ‘‘ steel” houses. Objection 
is often raised against these dwellings for the reason they are claimed 
to be less durable than brick buildings. The importance of this 
criticism, however, is apt to be exaggerated. Should durability be 
the principal object of the house builder? Should a dwelling be 
built to last a century or more? However satisfactory and 
modernised a building may be when constructed, it is likely to be 
antiquated in fifty years’ time. There is also the important considera- 
tion that the cost of building a house not intended to last more than 
three generations would be considerably less than that of erecting 
the more durable dwellings. 

The opposition from the building operatives against the ‘‘steel”’ 
houses is of a different character. The construction of the ‘‘ Weir”’ 
and similar houses is mainly an engineering task, and does not need 
much building labour in the ordinary sense. The builders’ unions 
are not opposed to the erection of ‘‘ Weir’”’ houses as such ; indeed, 
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and £26 in the provinces ; the Act was to remain in force 
until six months after the end of the war. In IgIg it was 
found necessary to extend the Act until March 1921, but 
certain concessions were granted to the landlords, who were 
permitted to raise the pre-war rent (excluding rates) by 10 
per cent. At the same time the higher-rented houses came 
within the scope of the Act, viz., £70 in London, {60 
in Scotland, and £52 in the provinces. The anticipated 
supply of new houses not having materialised, a further 
Act in 1920 extended the period until September 1923. 
The limit was further raised to {105 in London, {90 in 
Scotland, and £78 in the provinces. In 1923 the period 
was extended, subject to certain provisions, to June 1925. 
Provision was also made for a further five years of modified 
control from 1925 to 1930. 

The limitation of rents meant, of course, that with the 
general rise in prices the real return to investments in 
property, let to the working and lower middle classes, pro- 
portionately declined. The fixed rents of all the pre-war 
houses of this class would necessarily have a depressing 
effect on the rents that could be charged for new houses. 
Capitalists and builders could not be expected to construct 
new dwellings when the rents to be received would be 
appreciably below the return that could easily be obtained 
from other forms of investments. So long as an “‘ economic 


their case would be very weak if they attempted merely to retard a 
new development in house building that seems inevitable. Nor is 
their attack really directed against the employment of engineers on 
tasks that are closely allied to ordinary building work. The prin- 
cipal reason for the building operatives’ attitude to the erection of 
“‘steel’’ houses is their fear that the employment of comparatively 
cheap semi-skilled engineering labour will undermine the standards 
of pay in the building trades. The new schemes are still in their 
infancy, and it is much too early to say to what extent the builders’ 
standard of life will be affected, if at all. 
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rent ’’* was not forthcoming, new property would not be 
built. Consequently there is a vicious circle. Restriction 
of rents curtails house building ; inadequate supply of 
houses tends to force rents up, and, to prevent this, tenants 
insist on the continuance of the Rent Restriction Acts. 
The negative policy of restricting rents is insufficient by 
itself, for, though it affords protection to tenants, it does 
nothing to supply new houses. Conditions necessarily be- 
come worse as the population grows. 

The removal of the restrictions at the present time 
would immediately be followed by a rise in the rents of the 
houses affected. In most cases the new rent would be 
beyond the means of the tenant, and a demand for higher 
wages would inevitably result. It has been shown if a 
sufficient increase in wages could be ensured the main 
problem would be solved. But this could not be effected 
by Act of Parliament, and if left to collective bargaining 
the negotiations would be lengthy and by no means uniform 
in their results. Much friction could be caused, and a large 
proportion of the workers would fail to secure the requisite 
addition to their wages. Hardship would also be inflicted 
on small tradesmen, professional and other people, whose 
incomes could not be adjusted in this manner. 

The various Governments since the war have not deemed 

it advisable to remove the restrictions, yet 


State — they have sought to increase the supply of 
re new houses. They have had to choose between 
Housing. the policy of granting subsidies to builders 


and tenants and that of building houses 
with direct labour. The method so far has been to rely 


* This term, meaning here the minimum return accruing from an 
investment of capital, must be distinguished from that in the 
technical sense employed by the economist to indicate a “ net 
differential advantage.’’ See any standard work on economics. 
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almost entirely on subsidies to encourage local authorities 
and private builders to construct houses for the working 
classes. If the State were to provide houses directly to 
the people, the subsidy would almost certainly continue, 
though it would not besoopen. Tenants would receive their 
houses at an ‘“‘ uneconomic rent,” the difference between 
this and the actual cost being borne by the tax-payer. 

This form of subsidy would bring the provision of houses 
into line with other public services, which are not priced 
at a strictly “commercial’’ value. It is in the public 
interests for municipalities to provide pure drinking water 
at a nominal cost rather than imperil the health of the 
very poor who could not afford to pay a higher charge. 
Elementary education and, to a smaller extent, secondary 
education also come within the category of subsidised 
services. 

The rule that the State is justified in intervening where 
private enterprise fails to supply an essential commodity 
or service in adequate quantity or quality may be properly 
applied to housing. Private enterprise in house building 
has, for the last twenty years, inadequately supplied the 
needs of the people. The building trade itself is not 
primarily to blame, for, as emphasised previously, the 
responsibility rests largely on the deficient wages paid to 
a large mass of the population. So long as the workers 
cannot afford to pay the commercial rent, new houses will 
not be built by private enterprise except with a subsidy. 
If this form of subsidy is socially justified—and one rarely 
hears this denied nowadays—there is no less justification 
for a subsidy towards the rent paid by the working class 
tenant of a house, built and provided directly by the public 
authority. The opinion that housing has passed into the 
same class of service as road construction, sanitation, 
education, etc. is gradually gaining ground. 


HOUSING LEGISLATION SINCE THE WAR. B33 


In the previous pages the review of housing legislation 
has been carried down to 1909. The war 


ue suspended practically all activities under 
ee maa the Act of that year, and when hostilities 


War : The ceased the situation was unparalleled. In 
Schene 1919, 1919, under the Addison plan, Parliament 

imposed on local authorities the duty of 
preparing a scheme for the provision of working class 
houses, which were to be constructed either by the local 
authorities with direct labour, or by Public Utility 
Societies,* or by private builders. The State was to bear 
most of the cost, the liability of the local authorities being 
limited to the proceeds of a penny rate. Subsidies were 
given to Public Utility Societies, and, in a supplementary 
Act of the same year, to private persons erecting working 
class houses. The State laid down minimum conditions as 
to the quality of the houses, while it also advanced town 
planning by limiting the number of houses to the acre, by 
providing for slum clearance, and by simplifying the 
machinery of such schemes. 

The local authorities built comparatively few houses 
themselves, depending mainly on private enterprise. The 
notorious increase in the price of building materials that 
followed has already been mentioned. Owing to its costli- 
ness the Addison scheme was dropped in 1922. About 
176,000 houses to be built by local authorities and Public 
Utility Societies had been sanctioned under the scheme, 


* Public Utility Societies are composed of persons who desire to 
build on a co-operative basis, or of employers who wish to provide 
houses for their workpeople. The maximum dividend was fixed 
before the war at 5 per cent. and stands now at 6 per cent. The 
Act of 1909 permitted them to borrow two-thirds of the approved 
cost from the Public Works Loan Board ; in 1919 the proportion 
was increased to three-quarters. 
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the average cost working out at £1,000 each. Some 40,000 
subsidised houses were erected by private builders. The policy 
of 1922 was to suspend State grants, in the expectation 
that the cost of building would fall. A drop in the cost of 
house building actually followed, though part of the reduc- 
tion was doubtless due to the general forces that were 
bringing about a decrease in the average level of prices. 
By 1923, approved houses were being erected at less than 
£500 each. Wages in the building trade fell more than 
the cost of materials, the proportion of labour costs being 
reduced from about 45 to 35 per cent. 
Under the Act of 1919 the liability of the local authority 
had been limited, that of the State unlimited. 
The In 1923 a new housing scheme was instituted. 
Chamberlain The State was to give 2 subsidy through 
Scheme, 1923. 1,-a] authorities to private enterprise of £6 
per annum for a period of twenty years. The 
local authority was not obliged to add to the subsidy from 
the rates, but was empowered to do so if it desired. It 
was expected that this subsidy would stimulate private 
enterprise to supply an adequate number of houses. Un- 
fortunately the Act of 1923 permitted a reduction in the 
size of the house, and an increase in the number to the acre 
(maximum of 24). Local authorities were permitted to 
grant loans to people, who wished to build working-class 
houses for their own occupation, of amounts up to go per 
cent. of the market value.* 


* The middle classes were assisted by loans towards the erection 
of houses that were too large to rank for subsidy. The value of such 
houses was raised from £800, laid down in the Small Dwellings 
Acquisition Act of 1899, to £1,200. Many workers resented this 
concession at the time when the standards for their own houses were 
being cut down. 
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By the beginning of September, 1924, about 8,500 
houses had been built under the Chamberlain Act, 
by local authorities, and 18,000 by private enterprise, 
and twice as many in each category were under con- 
struction. 

An important change in housing policy was effected by 
the Labour Government in 1924. It was 
maintained that the previous legislation had 
proved inadequate in that (a) the building 
programme was much too slow ; (4) that the houses built 
by local authorities were let at too high rents for the 
average wage-earner ; (c) that the subsidised houses pro- 
vided by private enterprise were in nearly all cases offered 
for sale at prices beyond the capacity of the working 
classes ; and (d) that owing to peculiar difficulties in rural 
areas very few houses for agricultural workers were being 
constructed. 

The Wheatley Act of 1924 attempted to remedy these 
deficiencies. Firstly, it laid down a continuous building 
programme for a period of fifteen years. A Committee 
representing the building trade employers and operatives 
stated* that in this period 2,500,000 houses could be built ; 
that the number constructed each year would increase 
from 90,000 in 1925 to 225,000 in 1934, and remain at the 
latter figure for the remainder of the period ; but went on 
to say that a condition of this growing supply of houses was 
an increase in the number of apprentices to the trade, which 
would be secured if the maximum age for the admission of 
apprentices were raised from sixteen to twenty. The 
Wheatley Act gave the authorities the power to discontinue 
the scheme if in any third year (7.e. 1927, 1930, etc.) the 
number of houses completed during the preceding two years 


The Wheatley 
Scheme, 1924. 


* Report, 1924 (Cmd. 2104). 
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were found to be less than two-thirds ‘of the figures 
stipulated in the Schedule to the Act.* 

Secondly, in respect of houses subject to special con- 
ditions, the annual subsidy was increased from £6 for twenty 
years to £9 for forty years. The special conditions were 
(a) that the houses should be let, and not sold, except with 
the consent of the Minister of Health; (6) that the tenant 
should not without permission assign or sub-let the house 
or any part thereof; (c) that the local authorities should 
not dispose of the houses without the permission of the 
Minister of Health ; (d) that a fair wages clause should be 
inserted in all contracts for the construction of the houses ; 
(e) that the rents of these houses should not be higher than 
the appropriate normal rents charged in respect of pre-war 
working class houses, except where the estimated loss per 
house was in excess of £4 Ios. per annum for the forty years, 
in which case the rent could be increased by the amount of 
this excess ; and (/) that reasonable preference should be 
given to large families in letting the houses. Should these 
special conditions not be complied with, the subsidy could 
be reduced to £6. In the case of houses constructed in 
an agricultural parish the subsidy was increased to £12 Ios. 
per annum. The Wheatley Act also continued for fifteen 
years those provisions of the Chamberlain Act that were 
temporary in nature. 

With regard to building materials, a Bill was prepared 
dealing with the unreasonable prices and the withholding 
of supplies, but was not passed before the change in Govern- 


* This Schedule is as follows :— 


Years. Number of Houses. 
1925-1926 190,009 
1928-1929 255,000 
1931-1932 360,000 


1934-1935 450,000 


THE QUESTION OF FUTURE POLICY. 377 


ment. So far no effective measure has been adopted to 
prevent profiteering in building materials. 

At the present time, both the Chamberlain and the 
Wheatley schemes are in operation. Where the special 
conditions of the Act of 1924 are considered too restrictive, 
resort is being made to the Chamberlain scheme. Where, 
on the other hand, local authorities and private builders 
are prepared to accept those special conditions, advantage 
is being taken of the higher subsidy afforded by the 
Wheatley Act. 

The responsibility for building houses for the working- 

classes will be the subject of much discussion 
a, Rvediion during the next few years. At the one extreme 
Policy. is the thorough individualist, who objects to 

State intervention in any form, and would 
leave the matter entirely to the forces of free competition. 
It is exceedingly doubtful whether private enterprise, 
working without any State subvention whatever, could 
extricate the people from their present difficulty. The 
unfettered operation of the “ law of supply and demand ”’ 
would, at the present time particularly, cause much suffer- 
ing, and the advocates of this crude method are now very 
few. Many aman who calls himself an individualist to-day 
would have been termed a Socialist half-a-century ago. It 
is no longer a question of whether the State should intervene 
in house building, but ow far public enterprise should be 
extended. It is being increasingly recognised that private 
enterprise cannot provide a final solution of the problem. 

Certain writers who would still pin most of their faith to 
private enterprise recommend that as a temporary measure 
new houses should be exempt from part of the local rates. 
The tenants of these houses would still pay the same 
inclusive figure as before, but a part of the sum which 
hitherto went as rates to the local authorities would now 
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go to the owner of the house, thus providing an “ economic 
rent.” The deficit would be borne by the taxpayer, who 
on the other hand would be freed from the payment of 
direct subsidies.* 

In one suggested scheme,t the transfer from the rates to 
the house owner is calculated in the following manner. It 
is pointed out, first, that local expenditure is of two kinds ; 
money spent on “‘ personal“’ services (e.g. education, police 
protection, etc.), and that spent on “property” services 
(e.g. construction and maintenance of roads, sewage, etc.). 
The proportions of ‘‘ personal” and ‘‘ property’”’ expendi- 
ture are about 80 and 2o0 per cent. respectively. It is 
proposed to exempt the tenants of new houses from the 
“personal” rate for a number of years, while retaining 
the present method of rating for houses already con- 
structed. The advocates claim that the higher rent to 
the landlord would produce a greater supply of houses, while 
the temporary loss to the rates would be compensated in 
other directions, partly by the reduction in the present 
form of subsidy (presumably the State would shoulder the 
bulk of the burden), and partly by the increased ratable 
value that would ultimately accrue. 

If this scheme were adopted, one form of subsidy would 
merely take the place of another. Fundamentally there 


* Such a plan has been experimented with in New Jersey and 
several other American cities, but not with any particular success. 
Certain Ulster County Councils, taking advantage of the new 
Housing Act passed by the Northern Ireland Parliament, have 
decided to charge no rates for a period of five years on houses 
built before April 1st, 1926. { Simon, Housing for All, p. 19. 

§ Suppose the rent of the new houses, in the ordinary way, to be 
gs. and the rates 5s. Of the latter figure, adopting the above pro- 
portion, 4s. would be the “ personal” rate. In the scheme proposed, 
the tenant would still pay the inclusive figure of 14s., but instead of 
gs. going to the landlord and 55s. to the local authority, 13s. would go 
to the former, and only ts. to the latter. 


SRI * 
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is no difference between a public grant towards the 
cost of building a house, and the indirect subsidy by the 
remission of rates. If nothing else could be adduced in its 
favour, the proposal would not carry much weight. The 
supporters, however, maintain that it would provide a 
greater spur to private building than the present method 
of subsidy. But it is difficult to see why this should be so, 
provided that the direct subsidy worked out at roughly the 
same amount as the sum transferred from the rates to the 
landlord. A straightforward subsidy is much simpler, 
and cheaper to administer, than the more complicated 
method of rate remission. The real significance of the 
proposal lies in the emphasis it places on private enterprise, 
in preference to a publicly managed scheme for the direct 

supply of houses. 
The increasing number of people who favour the public 
supply of houses fall into two groups. 


The Case Firstly, there are the Socialists who have 
ae always regarded this service as the proper 
Policy. function of the State. Secondly, there are 


those who on theoretical grounds and in 
ordinary times object to State intervention in economic 
affairs, yet are inclined to make an exception in the case 
of housing supply ; they are prepared to sacrifice a general 
principle in view of the urgency of the problem. It is 
universally admitted that the number of the houses should 
be considerably and quickly increased, and that people 
living in slum dwellings should be provided with new 
habitations. The case for private enterprise rests on the 
assumption that it can give a better service than a public 
authority, and where the superiority of service is proved 
the case is a strong one. It has been shown, however, that 
in the housing of the people private enterprise has proved 
very inadequate. The deficiency in quality is even worse 
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than the insufficiency in quantity. It isno longer pretended 
that the demolition of slums, together with the re-housing 
of the displaced, is the function of any other body than the 
State and the local authorities. 

State provision of houses is also advocated on the grounds 
that the production would be more economical if the 
organisation were on a national scale. The production of 
bricks and other building materials does not call for un- 
usual enterprise, while national factories for turning out 
large masses of window frames, girders, pipes and other 
component parts would effect a greater degree of standardi- 
sation and lessen the cost of production. The houses them- 
selves need not be standardised; indeed, they could not be 
more monotonously designed and arranged than the houses 
built by private enterprise. 

In town planning, the public authority is admittedly 
more effective than private enterprise. The builder in the 
past has often been driven to pack the houses closely together 
owing to the high cost of land and the obstinacy of many 
land owners. The State has the power to compel the 
owners to sell their land at a reasonable price, and where 
private estates are restricting the healthy growth of towns 
this power should be fully used. The public authority 
already has extensive powers over the “lay-out” of new 
buildings, and the arrangement of new districts ; it already 
constructs the roads and provides for the sanitation ; it 
already supplies the majority of the population with water, 
gas and electricity. To proceed from this to the manufacture 
of building materials and the erection of houses for the 
working classes would not be a long step. 

Publicly owned houses would be let to the people at 
rents suitable to their incomes. Unless the remuneration 
of the poorly-paid wage-earners were adequately increased, 
the State would have to bear part of the cost of the houses. 
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From the social point of view, it is better to spend public 
money on decent housing accommodation than to allow a 
large mass of the population to live in overcrowded dwell- 
ings amidst unwholesome surroundings. And, from the 
narrower financial standpoint, it is more profitable to dis- 
burse money in advance than to allow disease to spread, 
and then expend large sums in patching up, where it is not 
too late, the evils that could have been largely avoided. 
The saving in public expenditure on the treatment of the 
preventible diseases would more than cover the cash outlay 
involved in the provision of adequate houses. What was 
at first a subsidy would turn out to be an admirable in- 
vestment. 


APPENDIX. A24 





OPERATION OF TRADE Boarps Acts.t 





General Conclusions of Committee of Inquiry. 


“Upon a review of the evidence given on both sides with 
reference to the above matters we come to the conclusion 
that, while the effect of the Trade Board system on trade 
and industry has occasionally been stated in terms of 
exaggeration, there is substance in the allegation that 
the operations of some of the Boards have contributed to 
the volume of trade depression and unemployment. 

“Where so many influences have tended to bring about 
these results, it would be rash to attribute a definite share 
in them to any particular cause ; but, unfortunately for the 
Trade Board system, many of the increases in wages settled 
by the Boards came into operation at a moment when trade 
was falling, and we are satisfied that in some instances the 
additional burden so imposed on traders made it difficult 
for those traders to adjust themselves to the altered con- 
ditions. Within certain limits, an increase in the cost of 
production can be ‘ passed on’ to the consumer, with the 
result that the general level of prices is raised and the 


* The extracts given in these Appendices are reproduced by per- 
mission of the Controller of H.M. Stationery Office. 
t Report on Working and Effects of the Trade Boards Acts, 1922 


(Cmd. 1645). 
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consumer (including the worker) suffers accordingly ; but 
in time a point is reached where the consumer ceases to 
buy, and then follow decline of trade, the closing of work- 
shops, short time, and the discharge of workers. This result 
is more quickly reached where the trade is subject to foreign 
competition and the prices are regulated, not by the home 
market, but by world conditions ; but even where this is 
not the case, increase in cost must prejudicially affect 
production and distribution, and so must be injurious both 
to employers and to workers. As regards workers, the 
blow is apt to fall first on the slow or less efficient worker ; 
but the consequence of the rigid regulation of wages in a 
falling market and the consequent ‘lag’ in the readjust- 
ment of wage conditions are not confined to those persons, 
but extend to the unskilled and part-skilled worker 
throughout the industries affected. 

“On the other hand, we think it is established that the 
system has had beneficial effects .... : 

“Tt has been stated by a number of employers’ organi- 
sations, especially by those interested in trades to which 
the Act of 1909 was applied, that, as a result of the opera- 
tions of Trade Boards, the conditions of the poorer and less 
skilled workers in the organised trades, and particularly of 
women workers, have been substantially improved ; and it 
appears to us that, speaking generally, Trade Boards have 
succeeded in abolishing the grosser forms of underpayment, 
and regularising wages conditions in trades brought under 
the Acts. Moreover, in establishing statutory minima Trade 
Boards have afforded protection to the good employer, able 
and willing to pay a reasonable rate of remuneration to his 
workers, from unscrupulous competitors, prepared to take 
unfair advantage of the economic necessities of their 
workers. The existence of such competition has been 
stated by employers to have been an important factor in 
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preventing a general improvement in conditions in their 
trades in the past. Nor must it be overlooked that in some 
instances the enforcement of higher rates of wages has acted 
as a stimulus to improvement in working methods ; and 
our attention has been drawn to cases in which improve- 
ments in machinery and organisation so brought about 
have increased production and thus have enabled the 
earnings of piece-workers to reach the statutory basis 
without any increase in the actual piece-rates paid. In 
this connection we wish to draw attention to the good 
work performed by certain Boards of craft industries in 
encouraging the revival of apprenticeship and in placing 
the industrial training of juveniles on a sound and pro- 
gressive basis. 

“We are also satisfied that the operation of the system 
has contributed, on the whole, to the improvement of in- 
dustrial relations ; and this effect is especially marked in 
the case of the trades of which the Act of 1909 was applied 
and which have had the longest experience of the working 
of the system. It has been stated that in a number of 
trades, where previously no machinery for joint negotiation 
of any kind existed, an atmosphere of suspicion and distrust 
separated employers and workpeople, and sporadic local 
disputes were frequent. The working of the Trade Board 
machinery by bringing the two sides together to discuss 
wages questions ‘round a table’ has, in most cases, en- 
abled each side to understand something of the other’s 
point of view, and so has contributed to the growth of more 
satisfactory relations between the two sides, and has tended 
to prevent the occurrence of industrial disputes. 

“ Finally, we think that it is established that the opera- 
tion of the system has led to a strengthening in organisation 
on both sides. 

‘‘ Tn considering any proposal for an alteration of the law 
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we think it important, while having due regard to the 
reasonable complaints of employers, not to lose sight of the 
permanent benefits which the operation of the system has 
produced. 

“We conclude then, that, while there are beneficial 
results to be recorded, there are also faults to be remedied ; 
and we proceed to consider the remedies which are pro- 
posed.”’ 


Recommendations. 


The following were the chief recommendations of the 
Committee :— 

“ (1) That the power of the Minister of Labour to apply 
the Acts to a trade be confined to cases where he is satisfied 
(a) that the rate of wages prevailing in the trade or any 
branch of the trade is unduly low as compared with those 
in other employments ; and (b) that no adequate machinery 
exists for the effective regulation of wages throughout the 
trade. 

“(z) That in any case in which the Minister considers 
that a prima facie case exists for applying the Acts to any 
trade, he shall cause a public enquiry to be held into the 
matter and shall have regard to the report of such enquiry. 

“ (3) That it be the duty of a Trade Board to fix— 

(a) a general minimum time-rate for the general 
body of workers in the trade, such rate to be 
fixed with reference to the lowest grade of 
ordinary workers in the trade ; 

and that a Trade Board be authorised to fix— 

(6) if so authorised by Order of the Minister of 
Labour, a special minimum time-rate for 
workers performing work ancillary to that 
performed by the general body of workers ; - 

(c) a piece-work basis time-rate ; 
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(d) a guaranteed time-rate for piece-workers ; 

(ec) minimum piece-rates for out- or home-workers 
engaged in piece-work in the trade ; 

(f) overtime rates based upon the above rates ; 
and that such rates, when confirmed, be enforceable in 
manner now provided by the Trade Boards Acts. 

“(4) That a Trade Board have power to fix— 

(a) special minimum time-rates for special classes 
of workers in the trade or workers engaged in 
any special process ; 

(6) minimum piece-rates for in-workers ; 

(c) special minimum piece-rates for in-workers to 
be fixed on the application of an individual 
employer to apply in respect of workers em- 
ployed by him ; 

(d) overtime rates based upon the above rates ; 
and to apply for confirmation of such rates, and that such 
rates, if confirmed, be recoverable by civil proceedings 
onlyas ite" 
and sundry other recommendations, making 34 altogether, 
the last of which reads— 

“(34) That the Trade Boards Acts be repealed and a 
Consolidating Act containing the necessary amendments 
be passed.” 
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MEN’s AND WoMEN’S WAGES.* 


Recommendations of the Majority of the War Cabinet Committee 
as to principles that should govern the future relations between men’s 
and women’s wages. 


It was recommended :— 

“(r) That women doing similar or the same work as men 
should receive equal pay for equal work in the sense that 
pay should be in proportion to efficient output. This 
covers the principle that on systems of payment by results 
equal payment should be made to women as to men for 
an equal amount of work done. 

(2) That the relative value of the work done by women 
and men on time on the same or similar jobs should be 
agreed between employers and Trade Unions acting through 
the recognised channels of negotiation, as, for instance, 
Trade Boards or Joint Industrial Councils. 

“ (3) That where it is desired to introduce women to do 
the whole of a man’s job and it is recognised that either 
immediately or after a probationary period they are of 
efficiency equal to that of the men, they should be paid 
either immediately or after a probationary period, the 
length and conditions of which should be definitely laid 
down, the men’s time rate. 

* Report of the War Cabinet Committee on Women in Industry, 1919 
(Cmd. 135). : 

3°97 
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“ (4) That where there has been sub-division of a man’s 
job or work without any bona fide simplification of processes 
or machine and a woman is put on to do a part only of the 
job or work, the wages should be regulated so that the 
labour cost to the employer of the whole job should not be 
lessened while the payment to the persons engaged on it 
should be proportioned to their respective labour con- 
tributions. 

“(5) That where the introduction of women follows on 
bona fide simplification of process or machine, the time 
rates for the simplified process or simplified machine should 
be determined as if this was to be allocated to male labour 
less skilled than the male labour employed before simpli- 
fication, and women, if their introduction is agreed to, 
should only receive less than the unskilled man’s rate if, 
and to the extent that, their work is of less value. 

“(6) That in every case in which the employer maintains 
that a woman’s work produces less than a man’s, the burden 
of proof should rest on the employer, who should also have 
to produce evidence of the lower value of the woman’s work 
to which the fixed sum to be deducted from the man’s rate 
for the particular job throughout the whole of the industry 
should strictly correspond. 

“‘(7) That every job on which women are employed doing 
the same work as men for less wages should be considered 
a man’s job for the purpose of fixing women’s wages, and 
the wages should be regulated in the manner above recom- 
mended. 

(8) ‘‘ That the employment of women in commercial and 
clerical occupations especially requires regulation in accord- 
ance with the principle of ‘ equal pay for equal work.’ 

(9) ‘‘ That in order to maintain the principle of ‘ equal 
pay for equal work’ in cases where it is essential to employ 
men and women of the same grade, capacity and training, 
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but where equal pay will not attract the same grade of man 
as of woman, it may be necessary to counteract the differ- 
ence of attractiveness by the payment to married men of 
children’s allowances, and that this subject should receive 
careful consideration from His Majesty’s Government in 
connection with payments to teachers to which the 
Government contribute. 

“(z0) That the principle of ‘ equal pay for equal work ’ 
should be early and fully adopted for the manipulative 
branches of the Civil Service and that in the case of Post 
Office duties, the question of the men having late hours or 
night work should be provided for by an extra allowance 
to persons undertaking common duties under disagreeable 
conditions. 

“(r1) That this principle with regard to allowances to 
persons undertaking common duties under disagreeable 
conditions should be applied also to industry. 

“ (12) That if the Treasury enquiry advocated by the 
Royal Commission on the Civil Service with the object of 
removing inequalities of salary not based on differences in 
the efficiency of the services has not yet been held, it should 
be put in hand with the least possible delay. 

“‘(13) That the separate grades and separate examinations 
for women clerks in the Civil Service should be abolished, 
but that the Government Departments should retain within 
their discretion the proportion of women to be employed 
in any branch or grade. 

“(x4) That the Government should support the applica- 
tion to industry of the principle of ‘ equal pay for equal 
work’ by applying it with the least possible delay to their 
own establishments, and that as soon as any relation be- 
tween the wages of men and women in any occupation or 
job has been agreed between employers and Trade Unions 
acting through the recognised channels of negotiation, 
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the maintenance of that relation should be a condition of 
any Government contract involving the employment of 
workpeople in that occupation or job.” 

The Committee also made the following recommenda- 
tions, among others, as to principles that should govern 
the wages of women :— 

“That in order to maintain and secure physical health 
and efficiency no normal woman should be employed for 
less than a reasonable subsistence wage. 

“That this wage should be sufficient to provide a single 
woman over 18 years of age... with an adequate dietary, 
with lodging to include fuel and light... with clothing 
sufficient for warmth, cleanliness and decent appearance, 
with money for fares, insurance and Trade Union sub- 
scriptions, and with a reasonable sum for holidays, amuse- 
ments, etc. 

“That this wage should be adjusted periodically to meet 
variation in the cost of living. 

“That the determination of the basic subsistence wage 
should be by a specially constituted authority which should 
also determine variations from it to meet the conditions 
of different districts and of different times or in rare cases 
special conditions of trade.”’ 


APPENDIX. C. 


ESTABLISHMENT AND PROGRESS OF JOINT INDUSTRIAL 
COUNCILS, IQI7-1922.* 


A sub-committee of the Reconstruction committee was 
established in October, 1916, 

“(x) To make and consider suggestions for securing a 
permanent improvement in the relations be- 
tween employers and workmen. 

“(2) To recommend means for securing that industrial 
conditions affecting the relations between em- 
ployers and workmen shall be systematically 
reviewed by those concerned, with a view to 
improving conditions in the future.”’ 


The First Whitley Report. 


The first (interim) Report of the Committee was signed 
on gth March, 1917. It recommended, in view of the 
necessity of the continued co-operation of all classes after 
the war, and especially of employers and employed, “ the 
establishments for each industry of an organisation repre- 
sentative of employers and workpeople to have as its object 
the regular consideration of matters affecting the progress 
and well-being of the trade from the point of view of all 
those engaged in it, so far as this is consistent with the 
general interest of the community.” 

“The means to this end suggested by the Committee 

* Adapted from the Report on the Establishment and Progress of 
Joint Industrial Councils, 1923. 
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were, briefly, that the Government should propose without 
delay to the various organisations of employers and em- 
ployed the formation of Joint Standing Industrial Councils 
in the several industries. The Councils, it was proposed, 
should consist of representatives of the associations of 
employers and workpeople meeting at regular and frequent 
intervals for the consideration of such matters as :— 

“(r) The better utilisation of the practical knowledge 
and experience of the workpeople. 

‘“‘ (2) Means for securing for the workpeople a greater share 
in and responsibility for the determination and 
observance of the conditions under which their 
work is carried on. 

‘‘(3) The settlement of the general principles governing 
the conditions of employment, including the 
methods of fixing, paying and re-adjusting 
wages, having regard to the need for securing 
to the workpeople a share in the increased 
prosperity of the industry. 

“(4) The establishment of regular methods of negotiation 
for issues arising between employers and work- 
people, with a view both to the prevention of 
differences, and to their better adjustment when 
they appear. 

‘““(5) Means of ensuring to the workpeople the greatest 
possible security of earnings and employment, 
without undue restriction upon change of occu- 
pation or employer. 

“ (6) Methods of fixing and adjusting earnings, piecework 
prices, etc., and of dealing with the many diffi- 
culties which arise with regard to the method 
and amount of payment apart from the fixing 
of general standard rates, which are already 
covered by paragraph (3). 
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“ (7) Technical education and training. 

“ (8) Industrial research and the full utilisation of its 
results. 

“(g) The provision of facilities for the full consideration 
and utilisation of inventions and improvements 
designed by workpeople, and for the adequate 
safeguarding of the rights of the designers of 
such improvements. 

‘“‘(r0) Improvements of processes, machinery and organisa- 
tion of appropriate questions relating to manage- 
ment and the examination of industrial 
experiments, with special reference to co- 
operation in carrying new ideas into effect and 
full consideration of the workpeople’s point of 
view in relation to them. 

“ (11) Proposed legislation affecting the industry.” 

The Report further recommended that District Councils, 
similarly representative of associations of employers and 
employed engaged in the industry, and Works Committees 
representative of the management and of the workers in 
particular establishments, should be set up in conjunction 
with the National Councils ; it suggested that the forma- 
tion of detailed schemes and terms of reference should be 
decided upon jointly by the parties themselves, and that 
the functions of the Government should be confined to 
acting in an advisory capacity when requested to do so. 

The following quotations from the Report illustrate the 
general basis of the scheme :— 

“Tt may be desirable to state here on considered opinion 
that an essential condition of securing a permanent im- 
provement in the relations between employers and 
employed is that there should be adequate organisation 
on the part of both employers and workpeople . .. We are 
convinced, moreover, that a permanent improvement in the 
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relations between employers and employed must be founded 
upon something other than a cash basis. What is wanted 
is that the workpeople should have a greater opportunity of 
participating in the discussion about and adjustment of 
those parts of industry by which they are most affected... 
We venture to hope that representative men in each in- 
dustry, with pride in their calling and care for its place 
as a contributor to the national well-being, will come 
together in the manner here suggested, and apply them- 
selves to promoting industrial harmony and efficiency 
and removing the obstacles that have hitherto stood in the 
way.” 

In answer to certain questions submitted by the Main 
Reconstruction Committee, the Sub-Committee emphasised 
the following points :— 

“(r) That the proposals of the first Interim Report re- 
ferred more particularly to industries in which 
organisation on both sides was fairly well 
developed. 

“ (2) That the proposed Joint Industrial Councils would 
not necessarily disturb existing machinery. 

“ (3) That the Councils would be composed only of repre- 
sentatives of Trade Unions and Employers’ 
Associations, and that other organisations would 
be admitted only with the approval of the side 
of the Council concerned. 

‘‘(4) That agreements reached by the Councils should 
carry the same binding force as in the case of 
other industrial agreements negotiated between 
representative bodies, but should not possess 
the force of law. 

‘‘ (5) That all pledges relating to the restoration of Trade 
Union rules should remain unaffected by the 
establishment of the Councils.” 
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The Second Report (on Less Organised Industries). 


In October, 1917, the Second Report, dealing with the 
less organised industries, was published. The main recom- 
mendations were :— 


“ (x) That, in industries where there are representative 
Associations on either side which do not possess 
the authority of the organisations in industries 
to which the first report had reference, the 
National Industrial Council should comprise 
either one or two representatives of the Ministry 
of Labour, acting without voting power in an 
advisory capacity and as a link with the 
Government. 

(2) That, in unorganised areas or branches of an in- 
dustry for which a National Industrial Council 
was established, Trade Boards for such areas or 
branches should be set up on the application of 
the National Industrial Council and that the 
National Industrial Council should be repre- 
sented thereon ; or, alternatively, that in such 
cases the National Industrial Council itself 
should be constituted a Trade Board under 
the provisions of the Trade Boards Act. 

(3) That, in industries having no adequate organisation 
of employers or employed, Trade Boards should 
be continued or established, and that these 
should with the approval of the Ministry of 
Labour, be enabled to formulate a scheme for 
an Industrial Council, which might be consti- 
tuted when organisation in such industries was 
more fully developed... 

“In connection with the operation of Trade Boards, the 

Committee made certain proposals in regard to an extension 


“ce 


ce 
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of scope of these bodies. For the execution of these pro- 
posals the Committee pointed out that legislation would be 
necessary to provide that the Trade Boards should have 
power :— 

‘“‘(r) To deal with hours of labour and questions cognate 
to wages and hours, in addition to determining 
minimum rates of wages. 

(2) To initiate inquiries and make proposals to the 
Government Departments concerned on matters 
affecting the industrial conditions of the trade, as 
well as on questions of general interest to the 
industries concerned respectively.” 


The Third Report (on Works Committees). 


A Third Report on Works Committees was published in 
March, 1918 ; it stated :— 

“Sometimes introduced with difficulty and amid sus- 
picion, committees have established themselves and done 
service which is acknowledged even by their original 
opponents. By providing a channel for the ventilation of 
grievances at an early stage, and before they become acute, 
they have prevented disputes and strikes, and they have 
improved timekeeping and increased output. Nor is this 
all. The functions of Works Committees are not merely 
concerned with bringing grievances before the management, 
but also with a preliminary enquiry into grievances, in order 
to decide whether they are well-grounded and serious 
enough to be brought before the management. The work 
which they do in this preliminary stage is not the least 
valuable part of their work, and, far from hampering the 
management, it obviously does the reverse and relieves the 
management of difficulties and grievances it would other- 
wise have to face. Grievances are either nipped in the bud 
by being shown, upon discussion in committee, to be un- 


JOINT INDUSTRIAL. COUNCILS. 397 


founded, or they are settled in discussion between the 
secretary of the committee and the foreman or head of the 
department, and in either case they never come to the main 
management.”’ 

With regard to the functions of Works Committees, the 
Report referred to the fact that there were certain questions 
such as rates of wages and hours of work which should be 
settled by District or National agreement, and that with 
any matter so settled no Works Committee should be 
allowed to interfere. It pointed out, however, that there 
were many questions affecting both the conduct, the com- 
fort and the efficiency of working which are peculiar to the 
individual workshop or factory. ‘‘ The purpose of a Works 
Committee,” the Report stated, “‘ is to establish and main- 
tain a system of co-operation in all these workshop 
matters.”’ 

The Report further stated that Works Committees would 
fail in their main purpose if they existed only to smooth 
over grievances. ‘‘ They should always keep in the fore- 
front the idea of constructive co-operation in the improve- 
ment of the industry to which they belong. Suggestions 
of all kinds tending to improvement should be freely 
discussed. Practical proposals should be examined from 
all points of view.” 


The Fourth Report (on Conciliation and Arbitration). 


The Committee further inquired into the problem of 
conciliation and arbitration. The following extracts indi- 
cate the main conclusions :— 

“ We are opposed to any system of Compulsory Arbitra- 
tion ; there is no reason to believe that such a system is 
generally desired by employers and employed and, in the 
absence of such general acceptance, it is obvious that its 
imposition would lead to unrest. The experience of Com- 
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pulsory Arbitration during the war has shown that it is 
not a successful method of avoiding strikes, and in normal 
times it would undoubtedly prove even less successful. . . 
For the same reason we do not recommend any scheme 
relating to conciliation which compulsorily prevents strikes 
or lock-outs pending inquiry... 

“We desire to emphasise the advisability of a continu- 
ance, as far as possible, of the present system whereby 
industries make their own agreements and settle their 
differences themselves. 

“We suggest that the Ministry of Labour should be 
authorised to hold full inquiry when satisfied that it was 
desirable, without prejudice to the power of the disputing 
parties to declare a strike or lock-out before or during 
the progress of the inquiry . .. Presumably the existing 
Act empowers the Ministry of Labour to publish reports 
made as a result of inquiries of this character, but, if not, 
the necessary power should be obtained, so that there 
may be immediate publication, for the information of 
those affected by the dispute and of the public generally, 
of an independent and authoritative account of the 
matters in difference. 

“Tt would appear desirable that there should be a Stand- 
ing Arbitration Council on the lines of the present temporary 
Committee on Production to which differences of general 
principles and differences affecting whole industries or large 
sections of industries may be referred in cases where the 
parties have failed to come to an agreement through their 
ordinary procedure, and wish to refer the differences to 
arbitration. Such tribunal should include in its member- 
ship persons who have practical experience and knowledge 
of industry, and who are acquainted with the respective 
standpoints of employers and workpeople. There are, how- 
ever, certain administrative difficulties connected with the 
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utilisation of tribunals of three or more persons, particu- 
larly where the parties desire that their case should be 
heard locally, and where the matter is one of relatively 
small importance, and it is desirable that suitable persons 
should be available to act as single arbitrators, where the 
parties agree to submit their case to a single arbitrator.” 

The Committee’s conclusions were :— 

“(a) whilst we are opposed to any system of Compulsory 
Arbitration, we are in favour of an extension of 
voluntary machinery for the adjustment of dis- 
putes. Where the parties are unable to adjust 
their differences, we think that there should be. 
means by which an independent inquiry may be 
made into the facts and circumstances of a dispute, 
and an authoritative pronouncement made thereon, 
though we do not think that there should be any 
compulsory power of delaying strikes and lock-outs. 

“(b) we further recommend that there should be estab- 
lished a Standing Arbitration Council for cases 
where the parties wish to refer any dispute to 
arbitration, though it is desirable that suitable 
single arbitrators should be available, where the 
parties so desire.” 

These recommendations were subsequently given legisla- 

tive form in the Industrial Counts Act of November, 19109. 


The Final Report. 


On ist July, 1918, the Final Report of the Whitley 
Committee (Cd. 9153) was published. The recommenda- 
tions of the previous Reports were summarised and re- 
affirmed. 

“Qur recommendations,” the Committee stated, “ have 
the effect of conferring upon the Joint Industrial Councils, 
and through them upon the several industries, a large 
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measure of self-government. Any of the subjects which 
might perhaps have been suggested as forming objects of 
enquiry by the present Committee are matters which in 
our opinion can more usefully and profitably be considered 
by the Joint Organisations.”’ 


Operation of the Scheme. 


The extent to which the recommendations of the Whitley 
Committee were carried out may be estimated from the 
following extract :— 

“The success of the movement may be judged in part 
from the fact that, in the period covered by this Report, 

‘73 Joint Industrial Councils have been established, cover- 
ing many important industries and services, and including 
municipal and the Imperial Government services. Accurate 
statistics are not available as to District Councils and Works 
Committees, but it is computed that up to the end of 1921, 
not fewer than 150 District Councils had been established 
(apart from a considerable number of Departmental 
Councils established in connection with the National 
Council for the Administrative and Legal Departments of 
the Civil Service), while the number of Works Committees 
is probably well over 1,000. Certain of the important and 
well-organised industries of the country, e.g. coal mining, 
cotton, engineering, shipbuilding and iron and steel manu- 
facture, having, as indicated above, well-established 
machinery for the discussion of matters between employers’ 
and workers’ organisations, have not established Joint 
Industrial Councils on the lines of the ‘ Whitley’ Scheme. 
The provision in the Railways Act, 1921, for the establish- 
ment of Joint Industrial Councils on the railway systems, 
and the steps subsequently taken for that purpose by 
agreement between the railway companies and the unions 
constitute a development of considerable importance. 
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“ Of the 73 Joint Industrial Councils hitherto established, 
I5 are not at present functioning. In certain of these 
cases, the Council during its existence did valuable work, 
such as the determination of the basis of future wage 
negotiations, and, moreover, a number of District Councils 
are continuing to function in industries where the national 
body has ceased to operate. Having regard to the very 
difficult conditions through which industry has been pass- 
ing during the last few years, it is a matter of congratulation 
that so many Councils have withstood the strain. The 
aggregate number of workpeople covered by the Joint 
Industrial Councils and Interim Industrial Reconstruction 
Committees (a temporary form of joint body established 
in the less organised industries) at present actively func- 
tioning is estimated to be about three millions. 

“As might be expected from the abnormal and rapidly 
changing economic circumstances of the period under 
review, the activities of the Councils have been largely 
concerned with wages and working conditions ; in this con- 
nection many Councils have done valuable work in 
standardising wages and working hours, but all branches 
of working conditions have come under consideration... 
The Councils have also done useful work in connection with 
education, training and apprenticeship, unemployment, re- 
search and statistics, welfare, commercial problems and 
other problems.” 
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THE WorRK OF THE EMPLOYMENT EXCHANGES.* 


In accordance with Labour Exchanges Act of 1909, the 
first Labour Exchange (asit was then termed) was opened 
in Ig10. The main objects of the scheme were— 

(2) To bring together employers needing workers, and 
workers needing employment. 

(5) To supply the less organised workers with facilities 
in finding employment of the nature provided by the better 
organised trades. 

(c) To provide the government with a means of measur- 
ing the extent of unemployment. 

(d@) To operate a system of unemployment insurance for 
certain trades. 

(e) To deal with the problem of casual labour. 

The scheme had been in operation for ten years, when 
following considerable public criticism of the system, a 
Committee was appointed to inquire into its work: The 
following statistics taken from their Report give an indica- 
tion of the “ placing ”’ function. 


Daily averages. 


1913. 1920. 
(Jan.-June). 

Registration by workpeople 3 +. 9,454 10,653 

Vacancies notified by employers .. ~» 3,944 5,021 

Placing through the exchanges... #01 2,904) 3,451 


* Adapted from the Report of Committee of Inquiry into the Work 
of the Employment Exchanges, 1920 (Cmd. 1054). 
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“ These figures indicate that on their present basis the 
Exchanges would receive about 3 million registrations by 
workpeople and 1} million notifications of vacancies by 
employers, and would fill a million places per annum. It 
will be seen that while about two-thirds of employers’ 
notifications are filled through the Exchanges, about one- 
third of the workpeople who register are placed through 
the Exchanges.” 

The records show that the Exchanges are mostly used by 
men in the building, engineering, and transport industries, 
and by women in domestic service (to the extent of two- 
thirds of the placings). Among the men, skilled labour 
takes up the greater share of the work of the Exchanges. 

It must be remembered, when dealing with the criticisms 
of the cost of the Exchanges, and the alleged inefficiency 
in finding employment, that they “were founded not 
solely, or even mainly, as placing agencies, but in order to 
prepare a machinery for the administration of Unemploy- 
ment Insurance.” 

After making a thorough inquiry into the system, the 
Committee came to the conclusion that the Exchanges 
must be retained, and that they were a necessary corollary 
of a system of Unemployment Insurance. Sundry recom- 
mendations were made respecting the machinery of the 
system, but the general principle was definitely approved of. 
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COURSE OF UNEMPLOYMENT SINCE NOVEMBER 1920, AND 
EFFECT ON UNEMPLOYMENT INSURANCE SCHEME.* 


“When the Act of I920 came into force (November 8th, 
1920) the great depression in trade had already begun to 
reveal itself. The following table indicates the rapid 
growth of unemployment in the six months from Novem- 
ber, 1920, and the subsequent course of the figures. The 
numbers are those of persons registered at Employment 
Exchanges in Great Britain and include a proportion who 
were not insured, but this does not invalidate the com- 
parison between the figures :-— 


Wholly On systematic short time 








End of unemployed. and claiming benefit. 
November, 1920 494,106 Not available. 
December, 1920, 701,179 421,012 
January, 1921 988,363 595,086 
Math 1921 1,310,568 795,815 taba ities 
May, 1921 1,992,171 TITS 7 230} oe “il to 
June, I9g2I 2,044,055 779,986 rd Tul cae 
September, 1921 1,322,434 295,910 3 Ys TQ7hs 
December, 1921 1,776,131 2971334 
March, 1922 1,637,376 205,475 
June, 1922 1,405,293 106,235 
September, 1922 1,319,912 58,904 
December, 1922 1,357,981 54,670 
March, 1923 1,243,424 55,292 
June, 1923 1,189,059 60,177 








* Report on National Unemployment Insurance to July 1923. 
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“These figures are without parallel in the worst 
years of pre-war unemployment of which there is a record. 
Had the Unemployment Insurance Scheme remained as 
it was framed in the Act of 1920, the strain thrown 
upon its resources would have been serious but by no 
means insupportable, for under the rules, and particularly 
the rule that periods of benefit are proportionate to con- 
tributions paid, the new entrants would have been en- 
titled to little or no benefit, and many even of those 
who had been insured since 19I1I or 1916 would have run 
out of benefit, during the long period of depression, 
without exhausting the resources of the Unemployment 
Fund. 

“ Such a position, however, though strictly defensible on 
insurance principles, would have been a most unsatisfactory 
one. There would have been very large numbers of unem- 
ployed persons nominally insured but unable to draw 
benefit because the scheme had not been in operation at a 
time when they could have paid contributions. The 
remedy adopted was to graft on to the original scheme of 
what may be called ‘covenanted’ benefit (i.e. benefit 
drawn as of right by virtue of contributions) a system of 
“uncovenanted’ benefit. Uncovenanted benefit was al- 
lowed as a discretionary grant to unemployed persons who 
were normally wage-earners in insured trades and were 
genuinely seeking wholetime employment, but who had 
exhausted their rights derived from payment of contribu- 
tions, or who even, in exceptional cases, had paid no 
contributions at all. The history of the Unemployment 
Insurance Scheme from 1921 onwards is largely that of the 
passing of one Act after another granting further extensions 
of uncovenanted benefit on account of the very large 
numbers who remained unemployed. 

“At the same time the ‘ covenanted’ rights of insured 
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persons who had contributions to their credit were strictly 
preserved and were in some respects considerably enlarged.”’ 


Ratio of Administrative Expenses. 


(1) Public Health Insurance-——The total espenses of 
administration of National Health Insurance are 
met in part from contributions under the Acts and 
in part from moneys provided by Parliament. 
The former represents 7°7 per cent., and the latter 
5°3 per cent., of revenue ; in all, 13 per cent. 

“ (2) Unemployment Insurance.—All costs borne on the 
Votes for the Ministry of Labour or other Depart- 
ments, including the expenses of paying Unem- 
ployment Benefit and the costs incurred in placing 
insured workpeople in work, amount to 8°3 per 
cent. of the revenue. 

“(3) Workmen’s Compensation.—The average total ex- 
penditure for the year Ig2I is 37°04 per cent., 
made up of commission, 11°93 per cent., other 
expenses of management, 25°II per cent. 

“ (4) Industriai Assurance Collecting Societies—The aver- 
age total expenditure for the year 1921 is 43°6 per 
cent., made up as follows :— 


Per cent. 
“ Office salaries He «se 
“ Agents’ and collectors’ eae - 2015 
“ Other expenditure .. ae os 


“(5) Industrial Assurance Compan —The average 
total expenditure for the year Ig2I is 41°9 per 
cent., made up as follows :— 

Per cent. 
‘Commission .. es na CEO 
“ Other expenses of qandeeeeee 3 as 
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Contributory Principle of Insurance. 

“There appears to be a widespread belief that unemploy- 
ment benefit, or, at any rate, so much of it as is un- 
covenanted,’ is provided by the taxpayer—as witness the 
common ‘dole.’ In truth—and the fact cannot be too 
strongly emphasised—one-fourth, and no more, of the sum 
now being paid in benefit and of the cost of administration 
falls upon the taxpayer, and this represents at the present 
time the whole of the Exchequer contribution to the 
Unemployment Insurance Scheme; three-fourths of the 
benefit and administrative costs falls upon the insured 
workpeople and their employers. 

“The total contributions from employers, employed and 
the Exchequer from the initiation of the scheme in Ig12 to 
Ist July, 1923, are as follows :— 


£ 
Employers .. .. 48,000,000 
Employed .. .. 44,600,000 
Exchequer ~ =. ». 31,500,000 


In addition £2,670,000 was received from the Service 
Departments in respect of men discharged from the Forces 
after July 31st, 1920. 

“As the revenue during the last two years has not been 
equal to the outgoings, money has been borrowed from the 
Treasury, but this loan, amounting at June 30th, 1923, to 
£15,600,000, has been borrowed at interest, and the whole 
of the loan and interest is repayable by employers, employed 
and the State approximately in the proportions indicated. 
The existence of this debt, therefore, does not in any way 
constitute a grant from the taxpayer. 


Practicability of Unemployment Insurance. 


“Experience has shown that compulsory insurance 
against unemployment is entirely practicable. The ex- 
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tended scheme of insurance has passed successfully through 
the crucial test imposed by an immense volume of unem- 
ployment, unprecedented both in intensity and duration, 
which threw an almost intolerable strain on newly-fashioned 
machinery, and has continued with little abatement for the 
past two and a half years. The Unemployment Fund has 
provided benefits vastly greater than those originally con- 
templated. It has done so, it is true, at the expense of 
largely increased contributions and of a considerable debt ; 
but the debt is not so large that it cannot be paid off in a 
comparatively short space of time as soon as trade revives, 
and the financial stability of the scheme is not open to 
serious question.” 


ane 
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